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PREFACE
This publication is the third in a series produced by the Institute’s Technical Research
Division through use of the Institute’s National Automated Accounting Research System
(NAARS). The first two publications in the series are:
•
•

Illustrations of Accounting Policy Disclosure
A survey of applications of APB Opinion No. 22
Illustrations of Reporting Accounting Changes
A survey of reporting under APB Opinion No. 20

It is the division’s intention to publish periodically similar compilations of information of
current interest dealing with aspects of financial reporting. .
The examples presented were selected from over two thousand annual reports stored in the
current file of the NAARS data base.
The views expressed are solely those of the staff of the Technical Research Division.
William C. Bruschi
Vice President-Research & Review
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I
SCOPE AND PURPOSE

INTRODUCTION

Accounting Principles Board Opinion No. 30, Reporting the Results of Operations, (Appendix
A) deals with classifying income statement items and measuring some of those items. Companies
having incurred “extraordinary” gains or losses or “unusual or infrequent” gains or losses must
report them separately from other income statement items. Companies having discontinued
operating “segments” of the businesses are required to report revenue and expenses pertaining to
the discontinued operations and gains or losses from disposing of the segments separately from
revenue and expenses pertaining to the continuing operations. The Opinion specifies criteria for
classifying income statement items into those categories and for measuring gains or losses on
disposal of business segments.
Interpretations of the Opinion (Appendices B and C) have been issued by the AICPA—
•

Accounting Interpretations discuss the criteria specified for determining whether gains
or losses should be treated as disposals of business segments or as extraordinary items,
and illustrate the types of gains and losses that should and should not be included in each
category.

•

An Auditing Interpretation discusses qualifying the independent auditor’s opinion on
financial statements in which gains and losses of the current year are presented in con
formity with the Opinion but gains and losses of the preceding year are not.
SOURCE OF ILLUSTRATIONS

Applying Opinion No. 30 requires considerable judgment. An accountant confronted with
problems in applying the Opinion should learn how other accountants apply it in practice. In
response to the current interest in reporting requirements described in the Opinion, this publica
tion presents excerpts from recently published financial statements and opinions of independent
auditors that illustrate applications of the Opinion and how auditors are treating those applica
tions in their opinions.
The AICPA National Automated Accounting Research System (NAARS) was used to com
pile the information. The examples are from the financial statements of more than 2,000 annual
reports stored in the current file of the computer information retrieval data base.
APPLICABILITY

This Opinion is effective for events and transactions occurring after September 30, 1973.
Those reported as extraordinary items in statements of income for fiscal years ending before
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October 1, 1973 are not to be restated, but a statement of income that includes operations of
discontinued segments of a business may be reclassified in comparative statements to conform
with Paragraphs 8 and 9 of the Opinion. Accounting for events and transactions reported for the
fiscal year in which September 30, 1973 occurs may be restated retroactively to comply with the
Opinion. Differences in classification of the effects of events and transactions in the financial
statements of the current and any prior periods presented are to be disclosed in notes to the
financial statements.
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II
GAINS OR LOSSES FROM DISPOSALS OF BUSINESS SEGMENTS

DEFINITION OF MEASUREMENT AND DISPOSAL DATES

Under Opinion No. 30, the date the management of a company commits itself to a formal plan
to dispose of a segment of the business is called the measurement date; the date of closing the sale,
if the disposal is by sale, or the date that operations cease, if the disposal is by abandonment, is
called the disposal date. Loss expected from disposal is provided for at the measurement date.
Expected gain is recognized when realized—ordinarily the disposal date. Disposal gain or loss is
estimated on the measurement date on the basis of the book value and estimated net realizable
value of the segment, estimated expenses directly associated with the disposal, and estimated
income or loss from operations of the segment over the period from the measurement date to the
disposal date. Disposal gains or losses and income or loss from operation of a discontinued segment
from the beginning of the reporting period to the measurement date are reported in the income
statement directly after income or loss from continuing operations. Full disclosure of the disposal
is made in the notes to the financial statements.
This chapter includes examples of 26 companies reporting gains or losses from disposals of
business segments under Opinion No. 30. They are presented in two groups, according to whether
their independent auditors did or did not refer in their opinions to the disposal gains or losses.
REFERRAL TO DISPOSAL GAINS OR LOSSES
IN THE AUDITOR’S OPINION

The fifteen companies presented apparently reported the disposal gain or loss of the current
year in conformity with the Opinion. Thirteen did and two did not report a disposal gain or loss the
preceding year. Some of the thirteen companies reporting a disposal gain or loss in the preceding
year interpreted paragraph 27 as permitting and some interpreted it as not permitting the dis
posal gain or loss to be reclassified from extraordinary items to discontinued operations; five of the
thirteen companies reclassified the disposal gain or loss from extraordinary items to discontinued
operations, but eight did not.
The auditors of the two companies that did not report a disposal gain or loss in the preceding
year expressed a “subject to” opinion because of the uncertainty involved in estimating the gains
or losses from the disposals of the current year. The auditors of the eight companies who did not
reclassify stated that generally accepted accounting principles were applied on a consistent basis
“except for” the difference in classification between the current and preceding year, a qualification
of the auditor’s opinion recommended by the Auditing Interpretation. The auditors of the five
companies that reclassified stated that generally accepted accounting principles were applied on a
consistent basis “after” the reclassification.
Illustrations

Of the fifteen companies presented, two reported no disposal gain or loss the preceding year,
five reclassified the disposal gain or loss reported the preceding year, and eight did not reclassify.
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NO DISPOSAL GAIN OR LOSS IN PR EC ED IN G YEAR
NORTH AMERICAN DEVELOPMENT CORPORATION
Statement of Income

Income from continuing operations
Operations to be discontinued (Note 10):
Loss from operations of activities to be discontinued,
including interest expense of $389,000
($349,000 in 1973) net of income tax credit of
$230,000 in 1974 (Note 7)
Provision for estimated loss on disposition
Loss from operations to be discontinued
Loss before extraordinary charge
Balance Sheet

Net assets applicable to continuing operations
Operations to be discontinued (Note 10):
Assets
Liabilities
Net assets applicable to operations to be discontinued
Commitments and contingencies (Notes 6, 9 and 10)
Stockholders’ equity—excess of total assets
over total liabilities (Note 5)
Statement of Changes in Financial Position

Net increase (decrease) in working capital
related to continuing operations
Operations to be discontinued:
Loss from operations to be discontinued including
depreciation of $194,000 ($191,000 in 1973)
Effect of reclassifying non-current assets and liabilities
to reflect termination and disposition
Other, net
Proceeds from sale of common stock, less expenses
Net increase (decrease) in working capital applicable to operations
to be discontinued
Effect of extraordinary charge
Net increase (decrease) in working capital
Working capital at beginning of year
Working capital at end of year
Increase (decrease) in components of working capital:
Attributable to continuing operations:
Cash
Accounts receivable
Merchandise inventories
Prepaid expenses
Notes payable to banks
Accounts payable
Accrued liabilities and federal income taxes
Long-term debt due within one year
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For the years ended
February 2, February 3,
1973
1974
(Note 10)
158
203

(404)
(500)
(904)
(701)

(967)
—
(967)
(809)

February 2,
1974
1,636

February 3,
1973
(Note 10)
1,433

10,219
9,926
293

11,524
10,327
1,197

$1,929

$2,630

For the years ended
February 2, February 3,
1974
1973
(463)

866

(904)

(967)

(1,271)
—
—

—
(115)
1,912

(2,175)
—
(2,638)
4,159
$ 1,521

830
(408)
1,288
2,871
$ 4,159

$ (171)
210
295
35
(350)
(469)
(36)
23
(463)

$

(9)
135
88
(22)
1,150
(173)
43
(346)
866

Attributable to operations to be discontinued (and

extraordinary item in 1973):
Current assets
Current liabilities
Net increase (decrease) in working capital

5,007
(7,182)
(2.175)
$(2,638)

1,200
(778)
422
$1,288

Notes to Financial Statements
Operations to be Discontinued
In April 1974, the Company’s Board of Directors authorized the discontinuance of its construction
and development activities. Accordingly, the Company has adopted a program to (a) sell properties
held for sale or investment, (b) sell its interests in development projects, (c) sell its general partner
ship interests in low income rehabilitation projects, and (d) complete all construction contracts in
process. The completion of the program and termination of all construction and development activities
is expected to be accomplished in calendar 1974 with the exception of receivables from limited partner
investors, due after one year which are expected to be collected in accordance with the terms of the
partnership agreements.
The net assets and operations applicable to the activities to be discontinued are classified sepa
rately in the accompanying consolidated financial statements. The consolidated financial statements
for 1973, as previously presented, have been reclassified to conform to the 1974 presentation.
Following is a summary of net assets applicable to operations to be discontinued, which for 1974
are stated at estimated net realizable values.
February 2, February 3,
1973
1974
Current assets:
Cash and marketable securities at cost, restricted
$ 616,000
$ 321,000
as to use by regulatory agreement
1,587,000
1,515,000
Receivables from construction and development activities
1,094,000
Receivables from limited partner investors
1,188,000
223,000
179,000
Construction costs in excess of related billings
6,025,000
1,316,000
Projects and property held for sale
171,000
102,000
Other
9,672,000
4,665,000
Receivables from limited partner investors,
due after one year
547,000
1,165,000
—
5,432,000
Projects held for investment, net
—
140,000
Property, plant and equipment, net
Other
122,000
—
Total assets
10,219,000
11,524,000
Current liabilities:
1,521,000
1,159,000
Accounts payable and accrued liabilities
580,000
260,000
Billings in excess of related construction costs
Construction notes, mortgages and other debt
5,888,000
1,325,000
on projects held for sale
1,937,000
Estimated reserve for future net expenses and losses
2,744,000
9,926,000
Mortgages (3%—8½%) on investment projects,
generally payable in monthly installments
Deferred gross profit
Deferred revenue
Total liabilities
Net assets applicable to operations to be discontinued

—
—
—
9,926,000
$ 293,000

5,242,000
808,000
1,533,000
10,327,000
$ 1,197,000

“Loss from operations of activities to be discontinued” reflects the results of operations of con
struction and development activities for 1974 and 1973, including revenues of $14,475,000 and
$6,361,000, respectively. Revenues, costs and gross profits relating to projects sold to limited partner
investors were recognized on the installment method based on the percentage of limited partner
payments received to total limited partner investments. Revenues, costs and gross profits relating to
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conventional development and construction contracts were recognized on the percentage of comple
tion method.
“Provision for estimated loss on disposition” consists of the following items:
Write-down of assets to estimated net realizable value
$
308,000
Estimated costs and loss from operations from
February 3, 1974 through termination and disposition
1,937,000
2,245,000
Less:
Deferred gross profit
395,000
Deferred revenue
1,350,000
(1,745,000)
Provision for estimated loss on disposition
$
500,000

Deferred gross profit relates to the future collection of receivables from limited partner investors,
which receivables totaled $1,641,000 at February 2, 1974 ($2,353,000 in 1973). The receivables are due
in installments as provided by terms of the partnership agreements and are included in “net assets
applicable to operations to be discontinued”. These non-interest bearing obligations mature over the
next two years and are recorded net of imputed interest. They are also net of related brokerage
commissions payable by the Company of $180,000 and $515,000, at February 2, 1974 and February 3,
1973, respectively.
In connection with certain low income rehabilitation projects sold to limited partner investors, the
Company retained a 5% or 10% interest as general partner and provided certain guarantees to the
limited partner investors, including operating performance guarantees of up to 20 years. The max
imum potential future exposure to loss under the performance guarantees is classified as “deferred
revenue”.
As part of its termination and disposition program the Company contemplates disposing of its
general partnership interests and consequently the deferred gross profit and deferred revenue at
February 2, 1974 has been considered in determining the provision for estimated loss on disposition.
Although the Company has adopted a program to discontinue its construction and development
activities and has estimated the effects on financial position and results of operations of such discon
tinuance, the ultimate effects on financial position and results of operations from termination and
disposition is dependent on a number of future events and factors, the outcome of which cannot be
determined with certainty at this time, including (a) completing construction contracts within time
and costs estimates; (b) realizing estimated net realizable value of the assets relating to projects and
property held for sale and; (c) disposing of its general partnership interests as contemplated which will
also require the approval of limited partner investors and various governmental agencies.
Auditor’s Opinion
The Board of Directors and Stockholders
North American Development Corporation
We have examined the accompanying consolidated statement of financial position of North
American Development Corporation at February 2, 1974 and February 3, 1973, the related consoli
dated statements of operations and stockholders’ equity for the years then ended and the consolidated
statement of changes in financial position for the year ended February 2, 1974 and the thirteen months
ended February 3, 1973. Our examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
As discussed in Note 10, the Company has adopted a program to discontinue its construction and
development activities and has estimated the effects on financial position and results of operations of
such discontinuance. The ultimate effect on financial position and results of operations from termina
tion and discontinuance of these activities is dependent on a number of future events and factors, the
outcome of which cannot be determined with certainty at this time.
In our opinion, subject to adjustments, if any, which may result from the outcome of the uncer
tainties discussed in the preceding paragraph, the consolidated financial statements mentioned above
present fairly the consolidated financial position of North American Development Corporation at
February 2, 1974 and February 3, 1973, the consolidated results of operations for the years then ended
and the consolidated changes in financial position for the year ended February 2, 1974 and the thirteen
months ended February 3, 1973, all in conformity with generally accepted accounting principles
applied on a consistent basis during the periods.
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ROBLIN INDUSTRIES, INC.
Statement of Income
Income from continuing operations
Discontinued operations:
Losses from operations of discontinued or to be
discontinued subsidiaries and divisions, less
applicable income taxes
Losses on disposal and provisions for estimated
losses on disposal of subsidiaries and divisions,
including provision of $843,000 for operating
losses during disposal period, net of applicable
income taxes
Net Income (loss)
Balance Sheet
Assets
Property, Plant, and Equipment—based on cost
Land
Buildings and improvements
Machinery and equipment
Less allowances for depreciation and amortization
Facilities of certain subsidiaries and divisions that are
pending sale or discontinuance of operations, less
allowances for depreciation and amortization of $1,875,211
and estimated loss on sale or disposition of $630,390
Standby facilities, less allowances for depreciation of
$380,133—1973; $252,558—1972

Years ended December 31,
1973
1972
$1,541
$2,354

410

718

4,223
($3,092)

—
$1,635

1973

1972

1,161
6,716
14,929
$22,807
10,496
$12,311

1,154
7,157
17,803
$26,115
11,181
$14,933

1,753
1,881
$15,945

Liabilities and Stockholders’ Equity
Reserve for Estimated Losses Upon Disposition of
Certain Subsidiaries and Divisions
Statement of Changes in Financial Position
Source of Funds
Income from continuing operations
Charges not requiring outlay of working capital including
amounts for discontinued operations:
Depreciation and amortization of property
and equipment
Amortization of deferred costs and expenses,
debt discount and cost of acquired businesses
in excess of equities at acquisition dates
Write-off of notes receivable
Deferred income taxes and deferred other
Less reduction of deferred gain on sale and
deferred other
Losses from operations of discontinued
businesses
Losses on disposals of businesses
Losses on disposals of businesses not requiring
outlays of working capital
Total from operations

292

—

2,009
$16,943

—

Years ended December 31,
1972
1973
$ 1,541

$2,354

1,977

1,688

365
292
16
$ 4,192

319
527
$ 4,890

178
$ 4,013

178
$4,711

( 410)
(4,223)

( 718)
—

$

1,120
500

—

—
$ 3,993
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Long-term borrowings
Preferred Stocks issued for purchase of business
Class B Common Stock issued for purchase of business
Working capital of acquired subsidiaries
Disposals of property, plant and equipment
Cash proceeds from sale of subsidiaries, plus loss on
disposal included in operations, less working capital
of subsidiaries sold

5,835
(
4)
981
77
554

2,209
97

238
$ 8,183

—
$ 8,421

—

1,895
225

Notes to Financial Statements
Principles of Consolidation—The consolidated financial statements include the accounts of Roblin
and its subsidiaries. All subsidiaries are wholly-owned except for a scrap products company (80%
ownership) acquired in 1973. This acquisition is not considered to be significant. The operations of
Motor Tire, Inc., Fleet Tire, Inc., Bison Manufacturing Corporation, and David A. McCowan Limited
are included in 1973 to date of disposal (as of June 30, 1973). The operations of FigurMagic Interna
tional Limited are included in the statement of consolidated operations from date of acquisition (as of
January 1, 1973) to May 31, 1973 since the investment in FigurMagic was written off as of June 16,
1973. All material intercompany accounts, transactions and profits have been eliminated in consolida
tion.
Financial Statements—The statements of consolidated operations and of changes in consolidated
financial position for the year ended December 31, 1972 have been restated retroactively to comply
with Opinion 30 of the Accounting Principles Board for the presentation of discontinued operations
and the gain or loss from disposal of a segment of a business.
Provision for estimated losses upon disposition of certain subsidiaries and divisions: Roblin has
provided for the estimated losses to be incurred upon the sale, discontinuance of operations, or
liquidation of certain subsidiaries and divisions which, in the opinion of Roblin, require additional
capital or do not provide an adequate return on investment. The provision represents the net book
value of the units being disposed of less management’s best estimate of proceeds to be received upon
the unit’s sale or liquidation. This provision also includes the estimated losses to be incurred in
operating these units during the disposal period which is estimated to be substantially completed by
December 31, 1974. The provision for estimated losses is summarized as follows:
Provision for estimated losses upon sale or liquidation of
$3,221,867
certain subsidiaries and divisions
Provision for estimated operating losses
842,891
during disposal period
$4,064,758
1,757,483
Less related tax credits
$2,307,275
The provision has been allocated or utilized as follows:
Reduction of property, plant and equipment to
estimated realizable value
Reduction of cost of acquired businesses in
excess of equities at acquisition dates
Operating losses of discontinued units during
disposal period
Losses on disposals of businesses and assets of
discontinued units
Reduction of deferred costs and expenses and
sundry to estimated realizable value
Reserve for estimated losses upon disposition of
certain subsidiaries and divisions
Related tax credits:
Deferred
Current

$ 630,390
1,035,925
708,878
1,371,702
25,360
292,503
$4,064,758
$ 524,414
1,233,069

1,757,483
$2,307,275

An additional amount of $2,326,207, net of related tax credits, has also been charged against
income for losses from operations and disposals prior to recording the above provision.
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Auditor’s Opinion
Board of Directors and Stockholders
Roblin Industries, Inc.
Buffalo, New York
We have examined the consolidated financial statements of Roblin Industries, Inc. and sub
sidiaries for the years ended December 31, 1973 and 1972. Our examinations were made in accordance
with generally accepted auditing standards, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
As more fully described in Note F, Roblin has established a provision of $2,307,000, net of
estimated income tax benefits of $1,757,000, for the estimated losses to be incurred upon the sale,
discontinuance of operations, or liquidation of certain subsidiaries and divisions. The consolidated
balance sheet at December 31, 1973 includes net current assets of $4,244,000 and net noncurrent
assets of $848,000 applicable to these subsidiaries and divisions. Our report, as originally issued on
January 26, 1973, contained a qualification as to the ultimate recovery of certain deferred costs and
expenses. These deferred costs and expenses were charged against income (discontinued operations)
in 1973.
In our opinion, subject to the ultimate determination of the losses on sale, discontinuance of
operations, or liquidation of certain subsidiaries and divisions referred to in the preceding paragraph,
the accompanying balance sheet and statements of operations, changes in stockholders’ equity and in
financial position, present fairly the consolidated financial position of Roblin Industries, Inc. and
subsidiaries at December 31, 1973 and 1972, and the consolidated results of their operations and
changes in stockholders’ equity and in financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis.
DISPOSAL GAIN OR LOSS OF PRECEDING YEAR R EC LA SSIFIE D
AMERICAN MICRO-SYSTEMS INC.
Statement of Income
Income from continuing operations
Discontinued operations (Note 3):
Operating losses of discontinued operations
Net gain (loss) on disposition of discontinued
operations
Income (loss) before cumulative effect
of a change in accounting principle
Statement of Changes in Financial Position
Financial resources were provided by:
Income from continuing operations
Operating losses of discontinued operations
Charges (credits) not requiring working capital:
Depreciation and amortization
Minority interest in net loss of subsidiary
Accumulated income tax reductions
Total from operations
Sale of Unicome Systems Inc., net of income taxes
Proceeds from long-term debt
Proceeds from sales of common stock
Income tax benefit from stock option transactions
Financial resources were used for:
Purchase of property, plant and equipment
Reduction in long-term debt
Acquisition of other assets
Divestiture of Comtec Data Systems, Inc.,
net of income taxes
Effect on prior year of a change in
accounting principle, net of income taxes

Year ended
Dec. 29, 1973 Dec. 30, 1972
5,014
87
(701)
(218)

18

4,796

(596)

Year ended
Dec. 29, 1973 Dec. 30, 1972
$ 5,014
—

2,068
—

818
$ 7,900
—

7,583
225
41
$15,749

$

87
(701)

1,808
(62)
221
$ 1,353
1,352
2,000
194
30
$ 4,929

8,786
2,811
157

2,393
151
413

218

78

—
$11,972

336
$ 3,371
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Notes to Financial Statements
Discontinued operations: During 1972 the company sold its 88% interest in Unicom Systems, Inc.
(Unicom) and it was determined that the company would divest itself of certain operations of Comtec
Data Systems, Inc. (Comtec). The results of operations for Unicom and Comtec through June 29, 1972
and December 30, 1972, respectively, have been reported separately in the consolidated statement of
operations and are summarized as follows:
1972
Unicom
Comtec
Total
Sales
$ 4,269,000
$ 128,000
$ 4,397,000
Loss before income taxes
$ (576,000)
$(942,000)
$(1,518,000)
Income tax reductions
289,000
466,000
755,000
Minority interest
62,000
62,000
Net loss
$ (225,000)
$(476,000)
$ (701,000)
The divestiture of Comtec was completed in December 1973 resulting in an additional loss of
$218,000, net of income taxes. The gain or loss related to the divestiture of these operations, which has
been reclassified for comparative purposes from extraordinary income to a component of income
before extraordinary items in accordance with Accounting Principles Board Opinion No. 30, is as
follows:
1973
1972
Gain on sale of Unicom, net of related income
taxes of $457,000
$ 350,000
Loss on disposition of Comtec, net of related
$(218,000)
(332,000)
income taxes of $230,000 and $332,000, respectively
Net gain (loss)
$(218,000)
$ 18,000
Auditor’s Opinion
To the Stockholders and Board of Directors of
American Micro-systems, Inc.
We have examined the accompanying consolidated balance sheets of American Micro-systems,
Inc. and its subsidiaries as of December 29, 1973 and December 30, 1972 and the related consolidated
statements of operations, stockholders’ equity and changes in financial position for the years then
ended. Our examinations were made in accordance with generally accepted auditing standards and
accordingly included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.
The company is a party to litigation as described in Note 4. It is not possible at this time to
determine the effect, if any, which final settlement of these matters will have on the company’s
financial statements.
In our opinion, subject to the effect, if any, of the litigation referred to in the preceding parag
raph, the consolidated financial statements examined by us present fairly the financial position of
American Micro-systems, Inc. and its subsidiaries at December 29, 1973 and December 30, 1972, the
results of their operations and the changes in financial position for the years then ended, in conformity
with generally accepted accounting principles consistently applied during the period subsequent to the
change, with which we concur, made as of January 2, 1972 in the method of accounting for the cost of
designing circuits for customers as more fully described in Note 1 and after reclassification for
comparative purposes, with which we concur, of the 1972 loss on disposition of discontinued operations
as described in Note 3.

SOUTHWEST FOREST INDUSTRIES, INC.
Statement of Income
Income from continuing operations
Loss from discontinued operations, net of
applicable income taxes
Income before extraordinary items
Extraordinary items, net of applicable
income taxes
Net Income
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Years Ended December 31
1972
1973
9,836
13,617
(341)
13,276

(57)
9,779

(53)
$13,223

(483)
$9,296

Statement of Changes in Financial Position
Total funds generated from continuing operations
Loss from discontinued operations
Extraordinary items
Disposal of property, plants, and equipment
Sale of investment in unconsolidated subsidiary
Increase in long-term debt
Issuance of securities in acquisitions
Issuance of $1.50 Cumulative Convertible Preferred
Stock, net of issuance costs
Securities issued in exchange or conversion of long-term debt

Years Ended December 31
1973
1972
18,494
24,792
(341)
(57)
(483)
(53)
4,042
4,931
3,032
—
34,838
24,477
11,296
1,444
—
1,831
$ 56,192

18,651
500
$ 91,202

Notes to Financial Statements
Discontinued Operations and Extraordinary Items:
In 1972 and early 1973, the Company decided to discontinue operation of a residential home
component manufacturing plant, a corrugated box manufacturing plant, four mobile home manufactur
ing plants, and an architectural engineering firm and to discontinue its ownership interest in a savings
and loan association. This program had been substantially completed by December 3 1 , 1973, and all of
the net assets involved have been liquidated. The 1972 Consolidated Statement of Income has been
restated so that the gain and certain losses related to this program previously reported as extraordi
nary items are now shown as a part of discontinued operations in accordance with Opinion 30 of the
Accounting Principles Board of the American Institute of Certified Public Accountants. The results of
operations of these discontinued businesses in 1973 and 1972 and the gain or loss incurred on disposal
of these businesses have been combined in the Consolidated Statement of Income. The detail of the
gain or losses is shown below:
1972
1973
$ 1,431,000 $ 18,117,000
Net sales
19,681,000
1,634,000
Costs and expenses
(1,564,000)
(203,000)
901,000
106,000
Estimated income tax benefit
(663,000)
Loss from operations of discontinued businesses
(97,000)
Gain (loss) on disposal of discontinued businesses,
net of applicable income taxes of $263,000 in 1973
606,000
(244,000)
and $330,000 in 1972
$ (341,000) $ (57,000)
Auditor’s Opinion
To the Board of Directors of Southwest Forest Industries, Inc.
We have examined the consolidated balance sheet of Southwest Forest Industries, Inc. and
subsidiaries as of December 31, 1973 and 1972, and the related consolidated statements of income, of
changes in shareholders’ equity and of changes in financial position for the years then ended. Our
examinations were made in accordance with generally accepted auditing standards and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances. We did not examine the 1972 financial statements of Riegel Products
Corporation, a consolidated subsidiary, which statements reflect total current assets and net income
constituting 12% and 20%, respectively, of the related consolidated totals for the year ended De
cember 31, 1972. These statements were examined by other independent accountants whose report
thereon has been furnished to us, and our opinion expressed herein, insofar as it relates to the
amounts included for Riegel Products Corporation for the year ended December 31, 1972, is based
solely upon the report of the other independent accountants.
The gain and losses on discontinuance of certain operations previously reported in the consoli
dated statement of income for 1972 as extraordinary items have been reclassified as a component of
income before extraordinary items for comparative purposes, as described in Note 3.
In our opinion, based upon our examinations and the report of other independent accountants, the
above mentioned consolidated financial statements present fairly the financial position of Southwest
Forest Industries, Inc. and subsidiaries at December 31, 1973 and 1972, the results of their operations
and the changes in financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis after reclassification, with which we concur, of the
1972 gain and losses on discontinuance of certain operations referred to in the preceding paragraph.
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GAC CORPORATION

Statement of Income
Income (loss) from continuing operations
Discontinued operations (note 3):
Income (loss) from operations of discontinued subsidiaries,
including income tax provision (credit) in consolidation
and minority interests
Gain on sale of finance and insurance subsidiaries less
provision for income taxes of $4,500,000
Provision for loss on liquidation or sale of
Modern Air Transport, Inc.
Elimination of excess prior year loss provisions
Income (loss) before extraordinary item
Balance Sheets
Assets
Property, plant and equipment, at cost (notes 1d, 5 and 9)
Less accumulated depreciation and amortization
Investments in subsidiaries sold (note 3)
Other assets
Deferred charges and prepaid expenses:
Selling expenses (note 1b)
Other

Liabilities and Stockholders’ Equity
Notes payable to banks and others (note 6)
Notes payable to finance subsidiary, secured (note 3)
Accounts payable and accrued liabilities
Statement of Changes in Financial Position
Cash provided from (used in) operations
Other sources'.
Proceeds from:
Net short-term borrowings (payments)
Long-term borrowings
Sale of fixed assets
Sale of subsidiaries, in 1973 net of $500,000 cash escrow
and $4,000,000 withheld

Years ended December 31
1973
1972
2,471
(21,541)

(7,902)
10,595
—
3,100
5,792
8,263

1,372
—

(15,400)
—
(14,027)
(35,568)

December 31
1973
1972
(note 3)
130,396
16,130
114,266
9,535

131,732
18,048
113,683
103,296
10,454

2,469
6,003
8,473

12,164
6,249
18,413

$13,680
—
67,024

$54,880
52,588
76,607

—

Years ended December 31
1972
1973
20,599
(8,464)

(40,566)
7,641
7,470

1,600
21,951
3,075

111,535

12,666

Notes to Financial Statements
Discontinued Operations
As stated above, in 1972, GAC Corporation determined that it would be necessary to sell its
finance and casualty and life insurance businesses, to obtain funds necessary to reduce short-term
debt. An agreement was reached to sell GAC Finance Inc. (Finance) to BankAmerica Corporation but
execution of a definitive contract was delayed pending action by the Federal Reserve Board on
BankAmerica Corporation’s application to acquire Finance. In August 1973, the Federal Reserve
Board, upon reconsideration of an earlier denial, approved a modified application and under date of
October 29, 1973 a contract of sale was executed by the parties. The casualty insurance and life
insurance subsidiaries were sold to H. F. Ahmanson & Company under the terms of an agreement
dated November 28, 1973. The closing of both sales took place on January 1, 1974. In preparation for
the closing, related contracts for on-going business were executed and certain assets were transferred
among the companies during 1973.
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The consolidated financial statements reflect the sales as of December 31, 1973 by elimination of
the investments in the finance and insurance subsidiaries and by application of cash to reduction of
notes payable to banks, $60,000,000; notes payable to finance subsidiary secured, $50,583,328; and
payment of accrued interest on bank loans, $1,668,958. In addition, a cash escrow account was
established in the amount of $500,000 pending completion of an audit of the insurance subsidiaries and
GAC Corporation reflected a receivable from BankAmerica Corporation of $4,000,000 representing a
non-interest bearing holdback as security for unknown or contingent liabilities of Finance and its
finance subsidiaries and for representations, warranties and convenants of GAC Corporation. The
holdback is not payable by BankAmerica Corporation until the tax liability of GAC Corporation for all
years through 1973 shall have finally been determined and paid or until five years after the closing
date, whichever is later. The net profit on the sales amounting to $10,595,000 after deduction of
approximate Federal and state income taxes of $4,500,000 is reflected in the consolidated statement of
operations.
Total revenues of the discontinued finance and insurance operations amounted to $163,217,000
and $161,742,000 for the years ended December 31, 1973 and 1972, respectively.
In 1972, management of GAC Corporation decided to sell Modem Air Transport, Inc. or if that
was not possible, to continue air operations for three years utilizing anticipated cash flow to virtually
eliminate Modem’s debt and then to liquidate that subsidiary. A reserve of $15,400,000 was estab
lished to provide for the maximum anticipated loss. Efforts have been made to sell Modern but to date
they have not been fruitful. In accordance with the provisions of Opinion 30 of the Accounting
Principles Board of the American Institute of Certified Public Accountants, issued during 1973, this
loss provision, previously reflected as an extraordinary item, has been reclassified to discontinued
operations.
Estimated losses upon discontinuance of manufacturing and merchandising operations were pro
vided for in years prior to 1972. Of the amounts originally provided, $3,100,000 is no longer required
and has been credited to results of discontinued operations in 1973.
Auditor’s Opinion
The Stockholders and Board of Directors GAC Corporation
We have examined the consolidated balance sheets of GAC Corporation and subsidiaries as of
December 31, 1973 and 1972, and the related consolidated statements of operations, stockholders’
equity and changes in financial position for the years then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circums
tances.
As set forth in note 2, GAC Corporation sold its finance and casualty and life insurance businesses
in 1973 and obtained the funds necessary to reduce short-term debt to levels acceptable to lenders.
Also as set forth in note 2, GAC Corporation’s future, including its ability to refinance certain
long-term debt, will now depend primarily on the ability of its principal subsidiary, GAC Properties
Inc., to maintain profitable operations and positive cash flow.
In our opinion, the aforementioned consolidated financial statements present fairly the financial
position of GAC Corporation and subsidiaries at December 31, 1973 and 1972, and the results of their
operations and changes in their financial position for the years then ended, in conformity with gener
ally accepted accounting principles applied on a consistent basis, after reclassification of the 1972
provision for loss on disposition of a subsidiary from extraordinary items to discontinued operations in
accordance with the recommendation included in Accounting Principles Board Opinion 30 dated June
1973.
TEXAS GAS TRANSMISSION CORPORATION
Statement of Income
Income from Continuing Operations
Discontinued Operations:
Loss from operations, net of income taxes
(Notes 3 and 14)
Gain (loss) on disposal of operations, net of
income taxes (Note 14)
Income (Loss) from Discontinued Operations
Income before Extraordinary Item

Years Ended December 31
1972
1973
$ 38,508
$ 35,998

$ (2,088)

$ (4,314)

3,301
$ 1,213
$ 39,721

(10,392)
$(14,707)
$ 21,291
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Statements of Changes in Financial Position
Funds generated internally from continuing operations
Discontinued operations—
Loss from operations
Add—Noncash items
Funds generated internally

Years Ended December 31
1973
1972
$ 96,052
$ 79,779
(2,088)
9,542
$ 103,506

(4,314)
8,548
$ 84,012

Notes to Financial Statements
Two foreign joint venture projects which were underway at the time of the sale of the dredging
assets in 1972 (see Note 14) were not included in the sale. This work was carried out by a dredging
subsidiary and was substantially completed as of December 31, 1973.
Included in the 1972 loss from discontinued operations is a provision of $2,300,000, net of income
taxes, to reflect estimated losses subsequent to 1972. Due to unanticipated difficulties encountered, an
additional loss, which included a provision for estimated losses subsequent to 1973, of $2,700,000, net
of income taxes, was recorded in 1973 and is included in the loss from discontinued operations. The
reserve for losses at December 31, 1973 was $4,150,000.
In October, 1973, the Company sold its offshore marine drilling subsidiary. The gain on the sale,
net of income taxes of $1,490,448, was $3,301,469.
During 1972, substantially all of the dredging assets were sold, two small subsidiaries in the
Trucking Services Division were sold, and the Company disposed of its investment in a small elec
tronics manufacturing subsidiary and the building occupied by this subsidiary. The losses resulting
from the above sales were $8,500,000, $1,516,646 and $375,575, respectively, net of income taxes of
$7,004,946. The aggregate net loss of $10,392,221 was previously reported as an extraordinary charge
in 1972. As permitted by Accounting Principles Board Opinion No. 30 issued in June, 1973, the
Statement of Income for 1972 has been restated to report the loss as a component of discontinued
operations.
The operating revenues and sales, income taxes (benefit) and net income (loss) from discontinued
operations for the years 1973 and 1972, are as follows:
1973
1972
Operating Revenues and Sales:
$ 7,124,361 $ 4,333,126
Offshore marine
10,605,028
Dredging
—
6,379,452
Trucking
—
$ 7,124,361 $ 21,317,606
Total
Income Taxes (benefit):
$ 481,240 $
120,436
Offshore marine
(4,294,640)
(3,213,009)
Dredging
288,528
Trucking
—
$(2,731,769) $ (3,885,676)
Total
Net Income (loss):
$ 611,568 $
188,458
Offshore marine
(2,700,000)
(4,754,865)
Dredging
251,496
Trucking
—
$(2,088,432) $ (4,314,911)
Total
The Statement of Income for the year 1972 has been restated to report the operations of the
segments sold as discontinued operations.
Auditor’s Opinion
To The Stockholders of Texas Gas Transmission Corporation
We have examined the consolidated balance sheets and statements of capitalization of Texas Gas
Transmission Corporation (a Delaware corporation) and subsidiaries as of December 31, 1973 and 1972
and the related consolidated statements of income, earnings retained in the business, paid-in surplus
and changes in financial position for the years then ended. Our examination was made in accordance with
generally accepted auditing standards, and accordingly included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, subject to the effect, if any, of the final resolution of the matter pertaining to
deferred income taxes as discussed in Note 4, the accompanying consolidated financial statements
present fairly the financial position of Texas Gas Transmission Corporation and subsidiaries as of
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December 31, 1973 and 1972 and the results of their operations and changes in their financial position
for the years then ended, in conformity with generally accepted accounting principles. Other than for
the change in the method of accounting for exploration and production costs of two subsidiaries as
discussed in Note 1, and after restatement in 1973 as a component of discontinued operations in the
consolidated statements of income of the extraordinary charge of $10,392,221 reported in 1972 as
discussed in Note 14, both with which we concur, in our opinion, the accounting principles were
consistently applied during the periods. As of January 1, 1972, the Company changed its method of
accounting for deferred investment tax credits, with which we concur, as discussed in Note 13.

WARD FOODS INC.
Statement of Income

Loss From Continuing Operations
Loss From Discontinued Operations
Loss Before Extraordinary Items
Extraordinary Items
Net Loss
Balance Sheet
Assets
Total Current Assets
Estimated Realizable Value of Net Assets of
Discontinued Operations
Liabilities and Shareholders’ Equity
Total Current Liabilities
Senior Long-Term Debt
Subordinated Long-Term Debt
Estimated Future Costs of Discontinued Operations
Statement of Changes in Financial Position

Total Working Capital Provided by Continuing Operations
Working Capital Used for:
Continuing Operations
Additions to property, plant and equipment
Reduction of long-term debt
Other
Total Working Capital Used by Continuing Operations
Decrease in Working Capital—Continuing Operations
Discontinued Operations
Loss from discontinued operations
Items not affecting working capital—
Depreciation
Other, net
Provided by proceeds from disposition of
non-current assets
Reclassified to net assets of discontinued operations
Other, net
Decrease in Working Capital—Discontinued Operations
Decrease in Working Capital

Years Ended
December 29 December 30
1972
1973
as restated
(7,199)
(699)
(8,774)
(8,975)
(15,974)
(9,674)
(3,639)
—
$(19,613)
$(9,674)
December 29 December 30
1972
1973
as restated
105,227
72,427
21,109

50,489
46,295
32,054
1,885

—

67,798
54,715
32,138
3,286

Years Ended
December 29 December 30
1972
1973
as restated
1,299
7,388

5,251
7,042
1,178
13,472
6,083

6,424
3,810
257
10,492
9,192

8,975

8,774

(1,570)
588
7,993

(2,016)
(931)
5,826

(9,218)
9,129
1,502
9,407
$(15,491)

—
—

(2,568)
3,258
$(12,450)
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Notes to Financial Statements
Classification of Events and Transactions
In 1972, the following were shown as extraordinary items in the Consolidated Statement of
Operations in accordance with accounting principles then generally accepted:
Disposals of Segments of the Business:
Costs in connection with consolidation and
realignment program
$ 3,018,521
Gains on the sale of subsidiaries
(2,331,295)
687,226
Other
Costs in connection with product recall and
discontinuance of production facility
3,596,316
Litigation costs and settlements ($494,215),
loss on sale of investments ($407,240), and gains on
asset dispositions ($858,521)
42,934
3,639,250
$ 4,326,476
In 1973, the accounting profession changed the criteria for determining extraordinary items.
Accordingly, the above items would not have been considered as extraordinary items under current
criteria and a $4,800,000 gain on the sale of a leasehold in 1973 (included in discontinued operations
—Note 3) was not classified as an extraordinary item as it would have been theretofore. Net losses for
1972 and 1973 are unaffected by these changes.
Accounting Principles Board Opinion No. 30 which revised the criteria for extraordinary items
described in the preceding paragraph also permits the reclassification of prior year extraordinary
items relating to disposals of segments of a business to a discontinued operations caption. Accordingly,
1972 charges of $3,018,521 and credits of $2,331,295, described in the preceding paragraph, were
reclassified in the 1972 Consolidated Statement of Operations from extraordinary items to discon
tinued operations. The net loss for 1972 is unaffected by this change.
Discontinued Operations
In January 1973 and October 1973, the Company decided to divest its food equipment and
restaurant groups under plans which are now expected to be completed by the end of 1974. In
accordance with Accounting Principles Board Opinion No. 30 issued in June 1973, such operations
have been classified as discontinued operations in the accompanying financial statements. Under
Opinion No. 30 the Company is required to segregate continuing operations from discontinued and to
provide for all anticipated costs from the decision date to discontinue until final disposal date.
The Consolidated Statements of Operations for 1973 and 1972 reflect results of discontinued
operations as a single line item on a comparative basis. However, the Consolidated Balance Sheet at
December 30, 1972 includes the assets and liabilities of discontinued operations at their cost basis in
their traditional classification, while the Consolidated Balance Sheet at December 29, 1973 includes
such items at their estimated net realizable value. Proceeds from the sale of discontinued operations,
as formally agreed upon by the Company’s debt holders, are committed to prepay specific debt.
Accordingly, the estimated net realizable values have been reclassified in the Consolidated Balance
Sheet at December 29, 1973 in line with the committed disposition of such funds as follows:
Per Annual
Per Books
Reclassification
Report
$ 3,080,000
$ 26,653,348
$(23,573,348)
Current Assets
14,443,355
(14,443,355)
Current Liabilities
3,080,000
12,209,993
(9,129,993) (a)
21,109,310
13,395,972
7,713,338
Non-current Assets
(1,416,655)
1,416,655
Non-current Liabilities
$24,189,310
$ 24,189,310
(a) Working capital reclassified to non-current classification of net assets of discontinued opera
tions.
Results of discontinued operations include interest not previously allocated to individual Com
pany units. Interest expense is allocated to discontinued operations based on the principal amount of
debt being prepaid with the estimated proceeds from the sale of discontinued operations.
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Net sales of discontinued operations for 1973 were $53,564,615 and the net loss (after income
taxes of $230,610) was $8,975,695. The net loss includes $1,302,101 of operating losses prior to the
decision dates to discontinue and estimated operating losses of $7,847,505 from the decision dates to
discontinue until the anticipated disposal dates. The net loss also includes a net credit of $173,911 to
adjust non-current reserves for losses on asset dispositions to $9,769,064 after net realized gains in
1973 of $3,156,417 (including a $4,800,000 capital gain) which were credited to these reserves. In 1973
the Company’s discontinued operations incurred operating losses of $5,367,505 (after income taxes of
$230,610) which were charged to the current reserve established for such losses.
Net sales and net loss of discontinued operations for 1972 were $66,905,990 and $8,774,653 (after
income tax benefits of $723,988) respectively, including sales of $23,537,000 and net loss of $534,615
relating to operations previously reported as reacquired companies and discontinued operations in
1972.
In December 1972 the Company reacquired its restaurant subsidiaries upon notice of default to
the purchaser who had purchased such subsidiaries in December 1971. At December 30, 1972 reserves
of $6,786,558 were available for estimated losses in connection with the disposition of restaurant
properties. At December 29, 1973 the restaurant group is classified as a discontinued operation for
financial reporting purposes.
The Company has established reserves for costs in connection with its divestiture program. When
expenses are incurred or gains realized under the program, they are charged or credited to these
reserves. Following is a summary of the additions to and deductions from these reserves:

Balance—December 25, 1971
Additions charged to income
Expenses and losses incurred, net
Balance—December 30, 1972
Additions charged to income
Expenses and losses incurred, net
Balance—December 29, 1973

Discontinued
Operations
$ 5,000,000
3,018,521
(1,231,963)
6,786,558
7,673,594
(2,211,088)
$ 12,249,064

Continuing
Operations
$
437,173
1,500,000
(437,173)
1,500,000
65,000
—

$ 1,565,000

Total
$ 5,437,173
4,518,521
(1,669,136)
8,286,558
7,738,594
(2,211,088)
$ 13,814,064

At December 29, 1973 and December 30, 1972 these reserves were classified in the balance sheets
as follows:
1972
1973
—
$ 2,480,000
Current Liabilities
$3,286,558
Non-Current Liabilities
1,885,000
—
7,884,064
Deducted from net assets of discontinued operations
1,565,000
5,000,000
Deducted from property, plant and equipment
$13,814,064
$8,286,558
Auditor’s Opinion
To the Shareholders and Directors Ward Foods, Inc.
We have examined the consolidated balance sheet of Ward Foods, Inc. and its subsidiaries as of
December 29, 1973 and the related consolidated statements of operations, changes in shareholders
equity and changes in financial position for the fiscal year then ended. Our examination was made in
accordance with generally accepted auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circums
tances.
Gains and losses on disposals of segments of the business previously reported in the statement of
operations for 1972 as extraordinary items have been reclassified as a component of loss before
extraordinary items for comparative purposes, as described in Note 2 to the consolidated financial
statements.
In our opinion, the consolidated financial statements examined by us present fairly the financial
position of Ward Foods, Inc. and its subsidiaries at December 29, 1973, the results of their operations
and the changes in their financial position for the fiscal year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the preceding year after
reclassification, with which we concur, of the 1972 gains and losses on disposals of segments of the
business referred to in the preceding paragraph.
The consolidated financial statements of Ward Foods, Inc. and its subsidiaries for the fiscal year
1972 were examined by other independent accountants.
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DISPOSAL GAIN OR LOSS OF PR EC ED IN G YEAR NOT R E C L A SSIFIE D
AERONCA INC.
Statement of Income

Earnings (loss) from continuing operations
Loss applicable to businesses and operations sold or dis
continued, less tax credit of $149,000 (1973) (Note 2)
Earnings (loss) before extraordinary items
Extraordinary items:
Loss on disposal of businesses (Note 2)
Tax benefit of carryforward of net operating
losses (Note 6)
Net earnings (loss)
Statement of Changes in Financial Position

Source of Funds:
Operations:
Earnings (loss) before extraordinary items
Add expenses not requiring the outlay of working capital:
Depreciation and amortization
Deferral of interest
Loss, net, on disposal of property, plant
and equipment
Working capital provided (absorbed) by operations
Extraordinary items
Extension of credit agreement to January 31, 1976
(Note 4)
Exchange of preferred shares and common stock for
long-term debt (Notes 1 and 5)
Proceeds from sale of property, plant and equipment
Other, net, principally decrease in long-term assets (1973)
and reclassifications of assets of discontinued
operations reported as other assets (1972)
Application of Funds:
Exchange of preferred shares and common stock for
long-term debt (Notes 1 and 5)
Current maturities and payments of long-term debt
Additions to property, plant and equipment
Net decrease in working capital of discontinued operations
reported as other assets

For the years ended
December 31,
1973
1972
410
(1,089)
(140)
270

(815)
(1,904)
(281)

250
$520

($2,185)

For the years ended
December 31,
1973
1972

$

270

($1,904)

754
249

579

205
1,479
250

(1,324)
(281)

21,500
6,822
443

32

436
30,931

(702)
(2,276)

6,822
710
139

412
431

7,672

218
1,061

Notes to Financial Statements
Discontinued Businesses: At December 31, 1973, and 1972, the estimated realizable value of
subsidiaries, the disposition of which is contemplated by the Company, is included in investments and
other assets and amounted to approximately $386,000 and $975,000, respectively.
For the year ended December 31, 1973, the Company has changed the method of presenting
losses ($348,000 after tax credit of $373,000) from disposition of machine tool segments of the business.
Such losses were presented in 1972 as an extraordinary item, in conformity with the accounting
principles then generally accepted, and in 1973 were included in determining income before extraordi
nary items, in conformity with Opinion No. 30 which was adopted in 1973 by the Accounting Principles
Board of the American Institute of CPA’s. The opinion prohibits restatement of the 1972 financial
statements. Had the opinion been in effect for 1972, the net loss would have been the same, but the
loss before extraordinary items would have been $2,185,791 or $1.52 per share.
In 1970 the Company adjusted the carrying value of a claim in bankruptcy to its estimated
realizable value by a charge against earnings. In 1973 recoveries on the claim exceeded the carrying
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amount thereof by approximately $208,000, after taxes of $224,000, which amount has been included in
discontinued operations in the statement of operations.
Auditor’s Opinion
Board of Directors and Shareholders
Aeronca, Inc.
Torrance, California
We have examined the consolidated balance sheet of Aeronca, Inc. and subsidiaries as of De
cember 31, 1973 and 1972 and the related statements of operations, stockholders’ equity and changes
in financial position for the years then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
In October, 1973, the Company extinquished a substantial amount of debt through a direct
exchange of new equity securities. Application of Opinion No. 26 of the Accounting Principles Board to
this exchange requires that the excess of the debt extinguished over the present value of the new
securities should be recognized as a gain in the period in which the extinguishment occurred. While it
is not practicable to determine the present value of the new equity securities issued, such value is at
least $2,000,000 less than the face amount of the debt extinguished. It is the opinion of the Company’s
Management, an opinion with which we agree, that no realization of a gain occurred in this exchange
(Note 1), and therefore, no recognition of the excess of the debt extinguished over the present value of
the new securities has been made in these financial statements.
The accompanying financial statements have been prepared on the basis of the continuation of the
Company as a going concern and requires continued profitable operations, adequate financing of the
L-1011 program by the customer and continued adequate financing by the credit grantors (Note 4).
In our opinion, subject to the comments in the preceding paragraph and the recovery of invest
ments in certain aerospace programs (Note 3), the aforementioned consolidated financial statements
present fairly the financial position of Aeronca, Inc. and subsidiaries at December 31, 1973 and 1972,
and the results of their operations and the changes in their financial position for the years then ended,
in conformity with generally accepted accounting principles which, except for the change, with which
we concur, in the method of presenting losses arising from the disposition of segments of the business
(Note 2), have been applied on a consistent basis.
BELDING HEMINWAY COMPANY INC.
Statement of Income
Income from continuing operations
Discontinued operations (Notes A and H):
(Loss) from operations of discontinued businesses
(Loss) on discontinuance of businesses, less estimated
deferred Federal income tax credit of $148,000
Income before extraordinary credit (Note H)
Gain on sale of warehouse, net of related Federal
income taxes of $169,000 (Note H)
Net income
Statement of Changes in Financial Position
Working Capital provided from continuing operations,
exclusive of extraordinary credit
Discontinued Operations:
(Loss)
Deduct—Items not requiring current outlay of
working capital:
Depreciation and amortization
Share of loss of 50% owned company
Loss on discontinuance of businesses
Working Capital provided from (used for) discontinued
operations
Working Capital Provided from Operations, exclusive of
extraordinary credit

Year ended December 31,
1973
1972
3,494
2,994
(623)

(1,063)

(348)
(971)
2,523

(1,063)
1,931

$2,523

394
$2,325

Year ended December 31,
1973
1972
5,659

4,649

(971)

(1,063)

354
400
348

403
100

131
5,790

(560)
4,089
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Notes to Financial Statements
During the latter part of 1972, the Company discontinued its retail and apparel fabrics divisions.
In December 1973, the Company discontinued and sold its contract knit fabrics business and sold its
50% interest in a Mexican company which had manufactured fabrics principally for the retail trade.
The results of such operations, which are shown as “Loss from Operations of Discontinued Busines
ses” in the accompanying consolidated statements of income, are summarized as follows:

Net sales
Cost and expenses

1973
$2,419,000
3,540,000
( 1, 121,000)

Estimated Federal income tax credit
Loss from operations of discontinued businesses

498,000
($623,000)

1972
$ 9,447,000
11,355,000
(1,908,000)
845,000
($1,063,000)

The Company has changed its reporting of the results of operations to comply with Opinion 30 of
the Accounting Principles Board of the American Institute of Certified Public Accountants. There
fore, in 1973, the loss on discontinuance of businesses referred to in Note A has been included under
the caption, “Discontinued Operations,” whereas such transactions would have been reported as
Extraordinary Items prior to this change.
Opinion 30 generally prohibits restating the results of operations for 1972. Had the Opinion been
in effect for 1972, net income would have been the same and the gain of $394,000 ($.13 per share) from
the sale of warehouse would not have been reported as an Extraordinary Credit.
Auditor’s Opinion
To the Board of Directors
Belding Heminway Company, Inc.
New York, N.Y.
We have examined the consolidated balance sheets of Belding Heminway Company, Inc. and
subsidiaries as at December 31, 1973 and 1972, and the related consolidated statements of income,
stockholders’ equity and changes in financial position for the years then ended (pages 11 through 15, 18
and the Notes to Financial Statements). Our examinations were made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
In our opinion, the above-mentioned financial statements present fairly the consolidated financial
position of Belding Heminway Company, Inc. and subsidiaries at December 31, 1973 and 1972, and the
consolidated results of their operations and changes in their financial position for the years then
ended, in conformity with generally accepted accounting principles applied on a consistent basis,
except with respect to 1972, for the change in amortizing past service pension costs (see Note F) and
with respect to 1973, for the change in the method of determining income before extraordinary items,
as discussed in Note H, with which we concur.
CONTINENTAL MATERIALS CORPORATION
Statement of Income
Income from continuing operations
Discontinued operations (Note 8):
Loss from discontinued operations less related
income tax credits of $64,100 in 1973 and
$135,400 in 1972
Loss on disposition of assets of discontinued
operation less related income tax credits of
$273,000
Income before extraordinary credits
Extraordinary credits:
Gain on sale of Wyoming uranium properties less
related income taxes of $161,000
Tax credit for prior years’ losses
Net income
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For the Years
1973
1972
1,218
1,118

(69)

(70)

(302)
(371)
847

(70)
1,048

847

329
182
511
1,560

Balance Sheets

December 31
1972
1973

Assets
Current assets:
Assets of discontinued business (Note 8)
Total current assets

1,187
7,817

7,401

Liabilities
Current liabilities:
Liabilities of discontinued business (Note 8)
Total current liabilities

484
2,843

4,290

Statements of Changes in Financial Positions
Working capital provided from continuing operations
before extraordinary credits
Loss from discontinued operations
Add: Depreciation
Net book value of net noncurrent assets related thereto
Working capital provided from discontinued operations
before extraordinary credits
Working capital provided from operations before
extraordinary credits

For the Years
1972
1973
2,150,514
(371,739)
93,503
770,147

1,719
(70)
165

491,911

94

2,642,425

1,814

Notes to Financial Statements
Discontinued Operations: The Company discontinued the operations of Feldco-Major, Inc. as of
August 31, 1973. The Company expects to dispose of the remaining assets in 1974. Accordingly, the
related assets and liabilities are included as part of working capital in the accompanying balance sheet
as of December 31, 1973. These assets and liabilities would normally appear in the following balance
sheet categories:
Current assets
Noncurrent assets
Reserve for loss on disposition
Current liabilities
Noncurrent liabilities

$638,448
624,219
(75,543)
1,187,124
153,809
330,702
484,511
$702,613

The loss from discontinued operations less related income tax credits in 1972 of $70,409 was
comprised of income from Wyoming mining operations of $152,049 and loss from Feldco-Major, Inc.
operations of $222,458.
Sales relating to the discontinued operations amounted to $4,885,000 in 1973 and $6,540,000 in
1972, respectively.
As required by Opinion No. 30, adopted in 1973 by the Accounting Principles Board, the Com
pany has reported losses from disposal of Feldco-Major, Inc., as a component of income before
extraordinary items. In 1972, the $329,579 gain on the sale of Wyoming uranium properties was
presented as an extraordinary item in conformity with the accounting principles then generally ac
cepted. The Opinion prohibits restating the prior year’s financial statements.
Auditor's Opinion
To the Shareholders and Board of Directors
Continental Materials Corporation
We have examined the balance sheet of Continental Materials Corporation and Consolidated
Subsidiaries as of December 31, 1973 and the related statements of income and retained earnings and
changes in financial position for the year then ended. Our examination was made in accordance with
generally accepted auditing standards, and accordingly included such tests of the accounting records
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and such other auditing procedures as we considered necessary in the circumstances. We previously
examined and reported upon the financial statements for the year 1972.
In our opinion, the accompanying financial statements present fairly the financial position of
Continental Materials Corporation and Consolidated Subsidiaries at December 31, 1973 and 1972 and
the results of their operations and changes in financial position for the years then ended, in conformity
with generally accepted accounting principles which, except for the change, with which we concur, in
the method of reporting the loss from the business discontinued discussed in Note 8 to the financial
statements, have been applied on a consistent basis.
THE LTV CORPORATION
Statement of Income

Years ended December 31
1973
1972 (1)

Income from continuing operations
Loss from discontinued operations
Income before extraordinary items
Extraordinary items
Net income

38,561
(6,085)
32,476
17,412
$ 49,888

13,653
(5,619)
8,034
804
$ 8,838

(1) 1972 is restated with respect to operations disposed of in 1973 which are included in “Loss
from discontinued operations.”
Notes to Financial Statements
Extraordinary Items
Amounts shown as extraordinary items in the statements of operations comprise the following (in
thousands of dollars):
Consolidated
1972
1973

Parent Company
1972
1973
Income tax credit from utilization of net
operating loss carryforward
Gain on disposition of interests in E-Systems
and Altec Corporation
Write-off of unamortized discount on debt
prepaid, less applicable income taxes
of $802,000
Provision for loss of disposal of surplus
equipment, less applicable income taxes
of $1,767,000
Provision for loss on disposal of discontinued
operations, less applicable income taxes
of $348,000

$4,655

$17,412

$ -

$ 3,965

3,965

(870)

(870)

(1,914)

—
$4,655

—
$3,095

$17,412

(377)
$ 804

Discontinued Operations
During 1973 LTV discontinued its operations of vocational schools. At year-end all but one of the
schools had been disposed of and we believe that adequate reserves exist to absorb possible future
tuition refunds and other costs associated with termination of the school operations. In addition,
disposition was made in 1973 of units engaged in the production and marketing of plastic products and
agricultural chemicals, in air charter services and in the sale and servicing of French-built helicopters.
In 1972, LTV disposed of its interests in E-Systems, Inc. and Altec Corporation. Particulars of the
aggregate sales and results of the discontinued operations for 1973 and 1972, including in 1973 provi
sions for loss on disposition and for phase-out costs, are shown in the summary on the following page
(in thousands of dollars):

Net sales:
Operations disposed of in 1973
E-Systems and Altec Corporation
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1972
1973
(in thousands)
$ 25,714
$ 26,419
71,900
—
$ 97,614
$ 26,419

Income (loss) from operations:
Vocational schools
Helicopter sales
Plastic products and agricultural chemicals
Air charter services
E-Systems and Altec Corporation
Other
Applicable income tax reduction
Minority interest
Net loss from operations
Provision for loss on dispositions, including $1,225,000 for
costs and losses during phase-out period (less applicable
income tax reduction of $1,243,000)
Total

$ (2,859)
(1,634)
(924)
(645)
—
(99)
(6,161)
2,958
184
(3,019)

$ (5,184)
(4,740)
(1,201)
(1,039)
1,395
(113)
(10,882)
5,042
221
(5,619)

(3,066)
$ (6,085)

$ (5,619)

_

In 1972 a provision of $377,000 (net of applicable income tax benefit of $348,000) was recorded for
loss on disposition of vocational school operations; also recorded was a gain of $3,965,000 on the
disposition of LTV’s interests in E-Systems and Altec Corporation. In conformity with the accounting
principles then generally accepted, these items were included in extraordinary items. With these
items, the loss of $5,619,000 shown for 1972 would be reduced to $2,031,000.
Auditor’s Opinion
To The Shareholders and Board of Directors
The LTV Corporation
Dallas, Texas
We have examined the statements of financial position, long-term debt and shareholders’ equity
of The LTV Corporation (Parent Company) and of The LTV Corporation and subsidiaries as of
December 31, 1973, and the related statements of operations, capital surplus and retained earnings,
and changes in financial position for the year then ended. Our examination was made in accordance
with generally accepted auditing standards, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances. We did
not examine the consolidated financial statements of two subsidiaries of the Company (Jones &
Laughlin Steel Corporation and LTV Wilson Industries, Inc.), investments in which are carried at
$701 million at December 31, 1973, including $521 million carried in the statement of financial position
of the parent company. The assets and liabilities of such subsidiaries included in the consolidated
statement of financial position constituted approximately 65% of the aggregate total of consolidated
assets and liabilities, and their operating revenues and costs and expenses represent approximately
85% of the aggregate total of consolidated operating revenues and costs and expenses for the year
ended December 31, 1973. The consolidated financial statements of these subsidiaries were examined
by other independent accountants whose reports thereon have been furnished to us and our opinion
expressed herein, insofar as it relates to the amounts included for these subsidiaries, is based solely
upon the reports of the other accountants.
In our opinion, based upon our examination and the aforementioned reports of other independent
accountants, the financial statements as identified above present fairly the respective financial posi
tions of The LTV Corporation (Parent Company) and The LTV Corporation and subsidiaries at
December 31, 1973, and the respective results of their operations, changes in shareholders’ equity and
changes in financial position for the year then ended, all in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding year, except for the
change, with which we concur, in the classification of loss on disposition of discontinued operations
—see “Discontinued Operations.”

RESTAURANT ASSOCIATES INDUSTRIES, INC.
Balance Sheet
Liabilities and Stockholders’ Equity
Other liabilities (principally future costs of closed
units and discontinued operations) (Note 6)

December 29, December 30,
1973
1972

2,887

3,032
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Statement of Income

Income (loss) from continuing operations (Note 7)
Discontinued operations (Notes 6 and 7)
Loss from discontinued operations
Loss on disposal of facilities
Loss before extraordinary items
Extraordinary items (Notes 6 and 7)
Net loss

Statement of Changes in Financial Position

Application of funds:
Net loss
Charges to income not requiring funds
Depreciation and amortization
Net loss on disposition of facilities
Gain on purchase and exchange of debentures
Loss on acquisition of franchised units

Additions to property and equipment
Charges against liability for future costs of closed
units and discontinued operations

Year Ended

December 29, December 30,
1973
1972
(52 Weeks)
(53 Weeks)
107
(464)
(997)
(823)
(1,820)
(1,713)
—

$ (1,713)

(942)
—

(942)
(1,406)
(584)
$ (1,990)

Year Ended
December 29, December 30,
1973
1972
(52 Weeks)
(53 Weeks)
$ 1,713

$ 1,990

(1,448)
(823)
710
—
(1,561)
152
916

(1,841)
(449)
747
(304)
(1,847)
143
1,757

1,043

2,175

Notes to Financial Statements
Discontinued Operations and Extraordinary Items
The Company sold, abandoned, or closed a significant number of operations in 1973 and 1972,
representing gross revenues of $17,052,000 and $1,500,000 respectively. The results of these termina
tions are shown under discontinued operations in the Statement of Operations. In 1972, the operating
results of these units from the beginning of the year to date of decision to terminate are included under
loss from discontinued operations, and thereafter under extraordinary items. Further, the Company’s
franchising program was substantially abandoned and accordingly the cost of acquiring franchised
units was reflected as an extraordinary item.
A summary of the extraordinary items in 1972 is as follows:
Net gain on purchase and exchange of debentures
$ 747,000
Loss on disposition of facilities
(1,027,000)
Cost of acquisition of franchised units
(304,000)
$ (584,000)
Changes in Presentation
As required by Opinion No. 30, adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the Company has changed the method of present
ing gains on purchase or exchange of debentures and loss on disposition of facilities sold, abandoned or
closed. Such items were presented in 1972 as extraordinary items, in conformity with the accounting
principles then generally accepted, and in 1973 were included in determining loss before extraordinary
items, in conformity with the newly issued Opinion. The Opinion prohibits restating the 1972 financial
statements; however, had Opinion 30 been in effect for 1972, net loss would have been the same, but
loss from continuing operations would have been $21,000 or $.01 per share and loss from discontinued
operations would have been $1,969,000 or $1.16 per share.
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Auditor's Opinion
To the Board of Directors
Restaurant Associates Industries, Inc.
We have examined the consolidated balance sheet of Restaurant Associates Industries, Inc. and
subsidiaries as of December 29, 1973 and December 30, 1972 and the related statements of operations,
stockholders’ equity and changes in financial position for the years then ended. Our examination was
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the circum
stances.
In our opinion the aforementioned consolidated financial statements present fairly the financial
position of Restaurant Associations Industries, Inc. subsidiaries at December 29, 1973 and December
30, 1972, and the results of their operations and the changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles which, except for the re
quired changes (with which we concur) in the presentation of the 1973 net gain on purchase of
debentures and loss on disposition of facilities sold, abandoned or closed (as described in Note 7), have
been applied on a consistent basis.
SEAPORT CORPORATION
Statement of Income
Income from continuing operations
Discontinued operations
Loss from discontinued or divested operations (less
applicable income taxes of $113,200 and $137,500)
Loss on the disposal of discontinued operations, including
provision of $652,000 for operating losses and reserves
during phaseout period (less applicable income
taxes of $ none)
Income (loss) before extraordinary items
Extraordinary items net of related taxes on income
Net income (loss)

Years Ended December 31
1973
1974*
136
115

600

797
(1,398)
(1,261)
$ (1,261)

49

(49)
65
3,859
$3,924

*Restated for comparison

Balance Sheet
Liabilities
Current liabilities
Current maturities of long-term debt
Notes payable
Accounts payable
Accrued liabilities
Provision for phaseout costs
Income taxes payable
Total current liabilities
Long-term and convertible debt, less current maturities
Deferrals and other liabilities
Provision for phaseout costs, less current portion

Statement of Changes in Financial Position
Source of funds
Working capital provided from operations
Provision for phase out cost on discontinued businesses,
noncurrent portion

December 31
1973
1972

$ 594
2,309
2,961
667
484
6
7,024
1,515
599
168
9,307

$ 656
1,581
2,682
778
91
5,790
2,122
674
8,587

Years ended December 3
1973
1972
(1,058)

176

168
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Notes to Financial Statements
Extraordinary Items
As required by Opinion No. 30 adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the company has changed its criteria for the types
of items to be included in determining income before extraordinary items in the statement of income.
In prior years the gain or loss on sale of consolidated subsidiaries or assets of these subsidiaries was
presented as an extraordinary item in conformity with accounting principles then generally accepted.
In 1973 transactions of that type were included in determining income before extraordinary items in
conformity with the newly issued Opinion and a total loss of $797,322 as described in note on Sale of
Investments arising from sale of a subsidiary engaged in the automotive parts business and sale of
assets and ongoing business of two subsidiaries engaged in the paint business was included in the
determination of income before extraordinary items. The Opinion prohibits restating prior financial
statements.
Extraordinary items (net of taxes) include the following:

1973
Sale of unconsolidated foreign subsidiary
Provision for loss in unconsolidated foreign subsidiary
Gain (loss) on sale of assets and other
$ none

1972
$4,015,311
(200,000)
43,754
$ 3,859,065

Sale of Investments in or Assets of Subsidiaries and Discontinued Operations
On June 29, 1973, a subsidiary of the company sold substantially all the assets and liabilities and
the ongoing business of one of its subsidiaries, an automotive parts warehouse business which was
carried on in Pittsburgh, Pennsylvania under the trade name Pittsburgh/Superior Auto Parts for cash
of $436,696.
On December 18, 1973, a subsidiary of the company agreed to sell substantially all its inventories,
certain items of equipment, and its ongoing business, which was carried on in Chicago, Illinois under
the trade name Hooker Paint Mfg. Co. This agreement was concluded on February 15, 1974. Consid
eration approximated $511,000 and consisted of cash of $255,500 and five non-interest bearing notes,
guaranteed by the Mid City National Bank of Chicago approximating $255,500, and due in install
ments from April 15, 1974 to August 15, 1974.
On January 31, 1974, a subsidiary of the company sold substantially all its inventories and its
ongoing business, which was carried on in Boston, Massachusetts under the trade name Carpenter
Morton Company, for a consideration approximating $573,105 consisting of cash of $191,270 and three
non-interest promissory notes approximating $199,295 due in installments from March 31, 1974 to May
31, 1974 with the balance of approximately $182,540 due ratably as the last 509c of the transferred
inventory is sold. The intention to dispose of this operation was announced in December, 1973 and the
transaction is treated as a discontinued operation in 1973.
A summary of the 1973 loss on disposition of discontinued operations is as follows:

Gain (loss) on sale of certain net assets of
discontinued operations
Excess of purchase price over net assets of
business acquired
Gain (loss) on disposal of
discontinued operations
Provision for operating losses and reserves
during phaseout period

Total

Pittsburgh
Superior

Hooker

$114,194

$182,340

$ (68,146)

259,516

27,214

(131,749)

(145,322)

155,126

63,603

652,000
(797,322)

Applicable income taxes

Total discontinued operations
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$(797,322)

—

155,126
46,500

$108,626

445,000
(381,397)

$(381,397)

Carpenter
Morton
Gain (loss) on sale of certain net assets of
discontinued operations
Excess of purchase price over net assets of
business acquired
Gain (loss) on disposal of discontinued
operations
Provision for operating losses and reserves
during phaseout period

Federal income
tax credit on
utilization of
carryforward

364,051
(364,051)
207,000
(571,051)

Applicable income taxes
Total discontinued operations

$(571,051)

(46,500)
$ 46,500

On October 31, 1972, the company sold all the issued and outstanding capital stock of its whollyowned foreign subsidiary, Microel, S.P.A. (formerly named Uranya, S.P. A.), an Italian corporation to
Fasco, A.G., the principal stockholder of Seaport, for cash of $4,801,276. The company applied the
entire proceeds of the sale to the payment in full of the $1,000,000 outstanding loan (due in 1974) owing
to Amincor Bank, A.G. of Switzerland and to the payment in full of the promissory notes of Seaport
payable to Microel totaling $3,801,276 (due in 1975) plus accrued interest of $290,979. The resulting
gain on sale of $4,015,311 is included in extraordinary items. In addition, Fasco, A.G. assumed all
obligations which Seaport had as sole stockholder of Microel and detained for Seaport a written
release of all claims by Banca Privata Finanziaria, an Italian bank under common control with Fasco,
A.G. (the principal stockholder of Seaport) to which Microel was indebted on substantial bank borrow
ings and notes receivable discounted with recourse.
The company sold, on June 28, 1972, debentures of Interphoto Corporation in the aggregate
principal amount of $4,000,000 and warrants to purchase 246,000 shares of common stock of Inter
photo to Bank Mees en Hope N.V. of Holland as agent for I. Effe. Bi. International Financial
Business, S.A. of Luxembourg, for a cash consideration of $4,000,000.
Results of operations of businesses and investments sold or discontinued during 1973 and 1972
have been reclassified from the natural classification of income and expense to discontinued or di
vested operations as follows:
Income (loss)
before
income
Costs and
Net sales and
Year
expenses
taxes
other income
1973
$(714,000)
$ 5,483,305
$ 6,197,305
1972
Annual report
$ 123,769
$
56,231
$ 180,000
1973 effect
7,174,708
(310,981)
6,863,727
Total currently reported for 1972
$(187,212)
$ 7,043,727
$ 7,230,939

1973
1972
Annual report
1973 effect
Total currently reported for 1972

Income
taxes
$(113,200)

Income (loss)
before
extraordinary
items
$(600,800)

$ None
(137,500)
$(137,500)

$ 123,769
(173,481)
$ (49,712)

Auditor's Opinion
The Board of Directors
Seaport Corporation
We have examined the consolidated balance sheet of Seaport Corporation and consolidated sub
sidiaries as of December 31, 1973 and 1972 and the related consolidated statements of operations,
shareholders’ equity, and changes in financial position for the years then ended. Our examination was
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made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the circum
stances.
In our opinion, such financial statements present fairly the consolidated financial position of
Seaport Corporation and consolidated subsidiaries at December 31, 1973 and 1972 and the results of
their operations, changes in shareholders’ equity, and changes in financial position for the years then
ended, in conformity with generally accepted accounting principles which, except for the change, with
which we concur, in the method of determining income before extraordinary items discussed in the
note on extraordinary items in notes to consolidated financial statements, have been applied on a basis
consistent with that of the preceding year.

THE MOHAWK RUBBER COMPANY
Statement of Income

Year ended December 31
1972
1973

Income from continuing operations before
extraordinary charge
Discontinued domestic operations—Note E:
Loss from operations, less applicable income taxes
(1973—$212,000; 1972—$313,000)
Loss on disposal, less applicable income taxes
Income before extraordinary charge
Extraordinary charge—loss on discontinuance of certain
foreign operations, less applicable income taxes—Note F
Net income

3,946

3,848

230
356
586
3,360

338
338
3,509

144
$3,216

804
$2,705

-0 -

Notes to Financial Statements
Discontinued Domestic Operations
During 1973, the Company decided to discontinue its entire recapping division. Operating losses
incurred subsequent to this decision and disposition losses on sale of assets incurred and estimated are
as follows:

Operating losses
Disposition losses
Total Loss on Disposal

Before Income
Taxes
$517,576
166,541
$684,117

Income Taxes
$248,000
80,000
$328,000

Net
$269,576
86,541
$356,117

Net sales of the recapping division were $1,700,368 in 1973 and $5,344,586 in 1972. At December
31, 1973, the remaining assets and liabilities of the division were insignificant and therefore not
separately disclosed on the consolidated balance sheet. No operating losses pertaining to this division
are expected after December 31, 1973.
Change in Accounting for Extraordinary Items
The $804,000 loss on discontinuance of certain foreign operations in 1972 and the additional loss of
$144,000 in 1973 associated with this discontinuance are presented as extraordinary charges in con
formity with accounting principles then generally accepted. In 1973, a $586,126 net loss on discon
tinuance of certain domestic operations is included in income before extraordinary charge as a disposal
of a segment of business in conformity with Accounting Principles Board Opinion No. 30. The opinion
prohibits restating the 1972 income before extraordinary charge. Had the opinion been in effect for
both years, net income would have been the same, but income before extraordinary charge would have
been $2,705,716 ($2.38 per share) for 1972 and $3,216,144 ($2.78 per share) for 1973.
Auditor's Opinion
Board of Directors
The Mohawk Rubber Company
Hudson, Ohio
We have examined the consolidated balance sheets of The Mohawk Rubber Company and sub
sidiaries as of December 31, 1973, and December 31, 1972, and in the related statements of consoli
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dated income, shareholders’ equity, and changes in consolidated financial position for the years then
ended. Our examinations were made in accordance with generally accepted auditing standards, and
accordingly included such tests of the accounting records and such other auditing procedures as we
consider necessary in the circumstances.
In our opinion, the aforementioned financial statements present fairly the consolidated financial
position of The Mohawk Rubber Company and subsidiaries at December 31, 1973, and December 31,
1972, and the consolidated results of their operations, changes in shareholders’ equity, and changes in
consolidated financial position for the years then ended, in conformity with generally accepted ac
counting principles consistently applied during the period except for the change, with which we
concur, in the method of determining income before extraordinary charge as discussed in Note G.

UNITED BRANDS COMPANY
Statement of Income
Income from continuing operations
Income from discontinued operations, net of U.S.
income taxes of $408 (1972-$230) (Note 4)
Gain on disposal of discontinued operations, net
of U.S. income taxes of $2,412 (Note 4)
Income before extraordinary items
Extraordinary items (Note 15
Net income
*Restated—See Note 4.
Statement of Changes in Financial Position
Working capital provided by:
Income from continuing operations
Add depreciation (1973—$34,362; 1972—$30,479) and other charges
not requiring working capital
Total from continuing perations
Income from discontinued operations of $367 in 1973
and $1,508 in 1972
Gain on disposal of discontinued operations of $7,238

Year Ended December 31,
1972*
1973
9,229
18,103
367

1,508

7,238
25,708
(345)
25,363

10,737
6,971
17,708

Year Ended December 31,
1972*
1973
$18,103

$ 9,229

42,618
60,721

31,174
40,403

1,640
5,047

2,294
—

*Restated—See Note 4.
Notes to Financial Statements
Sold or Discontinued Operations
On December 31, 1973, the Company sold its 83% interest in Baskin-Robbins Ice Cream Company
to J. Lyons & Company Limited, a British food company, for a total of $37,600,000 including
$30,300,000 in notes. The notes bear interest at 4% per annum and mature in 3 equal annual instal
ments of $10,100,000 commencing on December 31, 1974. The notes have been recorded in the finan
cial statements at an imputed interest rate of 12%. Under the sales agreement, an amount based upon
Baskin-Robbins’ 1973 earnings is returnable to Lyons by August 30, 1974. Although the final amount
has not been agreed upon, it has been estimated that the total returnable will not exceed $2,000,000.
The Company announced on December 31, 1973, that the operations of Revere Sugar Refinery
will be discontinued in early 1974. Provision has been made in the 1973 financial statements for
accumulated pension, severance, and other employee benefits under a contract negotiated with the
Union. In addition, provision has been made for losses on sale of the properties in March 1974 and
other related closing expenses.
In June 1973 the Accounting Principles Board of the American Institute of Certified Public
Accountants issued its Opinion No. 30 redefining extraordinary items. In accordance with this opin
ion, the estimated gain of $17,850,000 on the disposal of Baskin-Robbins Ice Cream Company and
estimated loss of $8,200,000 from discontinuance of operations and sale of facilities of Revere Sugar
Refinery less related income taxes are presented as a net gain on disposal of discontinued operations.
The results of operations of Baskin-Robbins and Revere Sugar, including sales of $83,853,000
(1972—$81,575,000), are shown as income from discontinued operations in the statement of income.
Page I 29

Extraordinary Items
Gain on:
5½% debenture exchange offer (Note 10)
Repurchase of 5½% debentures
Sale of 17.3% interest in Baskin Robbins Ice Cream
Company (See Note 4 for 1973)
Sale of Guatemala banana and related operations
Provision for loss from:
Closing in 1973 and reorganization in 1972 of
Morrell’s Ottumwa plant
Tropical storm at Honduras banana division
Revaluation of investments in and notes
receivable from Condec Corporation
Earthquake in Nicaragua at non-banana
subsidiaries
Sale of A&W Food Services of Canada, Ltd.
Related income tax benefit
Utilization of net operating tax loss
carry-forward of foreign subsidiary

1973

1972

$ 38,800
—

$ 1,840

—

(30,000)
(8,300)
(6,375)
—
—

(5,875)
4,530
1,000
$(345)

_
4,255
2,176

(800)
—
—
(500)
(400)
6,571
400
—

$ 6,971

In July 1973 the company closed Morrell’s Ottumwa, Iowa plant incurring a loss on disposition of
the facilities and costs related to pension and severance obligations.
The company experienced a loss at its Honduras banana division due to a tropical storm in May
1973.
The company has provided for a loss resulting from a revaluation of notes receivable due in 1987
from and investments in Condec Corporation, received as partial consideration for the sale in 1969 of
NRM Corporation to Condec. Condec incurred a loss for the year ended July 31, 1973 and as provided
for in the note agreement elected not to make cash interest payments in the second half of 1973 and
issued notes to the Company in lieu thereof. In February 1974 the Company, with the assistance of
investment bankers, determined the current market value of these securities and provided for the
reduction in value. The President of Condec is a director of the Company.
It is not possible to determine a tax effect for each individual item.
Auditor’s Opinion
To the Board of Directors and Shareholders of United Brands Company
We have examined the consolidated balance sheet of United Brands Company and subsidiary
companies as of December 31, 1973 and 1972 and the related statement of income and income retained
in the business and statement of changes in financial position for the years then ended. Our examina
tions were made in accordance with generally accepted auditing standards and accordingly included
such tests of the accounting records and such other auditing procedures as we considered necessary in
the circumstances. The financial statements of Foster Grant Co., Inc., a consolidated subsidiary, were
examined by other independent accountants whose report thereon has been furnished to us. Consoli
dated assets, sales and income from continuing operations of United Brands Company and subsidiary
companies for 1973 include approximately 10%, 7% and 21% respectively, attributable to Foster Grant
Co., Inc.
As described in Note 19, a Federal Trade Commission proceeding is pending to require the
Company to divest itself of its interest in the domestic fresh vegetable business, principally lettuce.
As described in Note 9, the Company provided in 1971 for the estimated losses it expects will be
incurred in disposing of certain assets. The amount expected to be realized upon disposition of these
assets shown in the accompanying consolidated balance sheet is an estimate based upon available
information and is not definitively ascertainable at this time.
In our opinion, based on our examinations and the previously mentioned report of other indepen
dent accountants and subject to the effect, if any, of adjustments resulting from the pending Federal
Trade Commission proceeding, referred to above, and subject to the effect, if any, of adjustments
resulting from the ultimate determination of the losses, referred to above, the accompanying consoli
dated financial statements present fairly the financial position of United Brands Company and sub
sidiary companies at December 31, 1973 and 1972 and the related results of operations and changes in
financial position for each year in conformity with generally accepted accounting principles consis
tently applied, except for the change (with which we concur) in 1973 in the manner of reporting the
gain on disposal of discontinued operations as described in Note 4.
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NO REFERRAL TO DISPOSAL GAINS OR LOSSES
IN THE AUDITOR S OPINION

Independent auditors of the eleven companies presented did not refer in their opinions to
gains or losses from disposals of business segments. All reported disposal gains or losses in the
current year apparently in conformity with Opinion No. 30. Five companies did and six did not
report disposal gains or losses the preceding year. All disposal gains or losses reported in the
preceding year were reclassified from extraordinary items to discontinued operations.
The companies are presented according to whether they did or did not report disposal gains
or losses in the preceding year.
NO DISPOSAL GAIN OR LOSS IN PR EC ED IN G YEAR
ARTS & LEISURE CORP.
Statement of Income
Earnings from continuing operations
Discontinued operations (note 6)
Loss from operations (less applicable income tax benefits of
$163,950 in 1972 and $300,410 in 1973)
Loss on disposal, including provision of $20,000 for operating
losses during phase-out period (less applicable income
tax benefits of $220,000)
Net earnings (loss)
Balance Sheet
Assets
Net assets of discontinued operations (note 6)
Less allowance for losses arising from
discontinued operations (note 6)

Year ended December 31,
1972
1973
405
462

(264)

(170)

_
(320)
$ 235
$(121)
December 31,
1972
1973
—
1,234
265

—

Notes to Financial Statements
Discontinued Operations
During March 1974, the Board of Directors authorized the disposition of major segments of the
restaurant and entertainment, and youth divisions. All of these segments are expected to be sold, with
the exception of Hip Products, Inc., which is to be liquidated. A reserve for loss from operations
through estimated date of disposal and a reserve for loss on disposal are included in the accompanying
financial statements at December 31, 1973. The dispositions of these segments are expected to be
completed in 1974.
Net sales of discontinued operations were $4,096,488 and $4,835,850 for the years ended De
cember 31, 1973 and 1972, respectively.
THE BOHACK CORPORATION
Statement of Income
Fifty two week periods ended January 26, 1974 and January 27, 1973
Earnings from continuing operations
Discontinued operations (Notes 2 and 9):
Loss from discontinued operations of subsidiary
(less applicable income tax benefit of $29,291 in
1974 and $307,330 in 1973)
Loss on disposal of subsidiary (less applicable income tax
benefit of $100,909)
Loss on disposal and discontinued operations of subsidiary
Net earnings

1974
464

1973
650

(91)

(349)

(314)
(406)
$ 58

(349)
300

Notes to Financial Statements
Discontinued Operations
On June 19, 1973, the Company discontinued the operations of Bohack Super Drugs, Inc., a
wholly owned subsidiary by the sale of merchandise and furniture, fixtures and equipment for cash
and notes receivable of approximately $700,000.
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At January 26, 1974, there are no assets relating to this subsidiary recorded on the books.
Liabilities consist of a provision for estimated expenses relating to the disposal of the assets.
GENERAL PORTLAND INC.
Statement of Income
Income from continuing operations
(Loss) Income from discontinued operations
Net Income
Balance Sheet
Liabilities and shareholders’ equity
Total current liabilities
Liabilities of discontinued operations
Statement of changes in Financial Position
Working capital was provided by
Income from continuing operations
Depreciation and depletion
Deferred Federal income taxes
Utilization of tax benefit carryforwards of acquired business
Working capital provided by continuing operations
Proceeds from industrial revenue bonds
Other long-term borrowings
Issue of stock pursuant to employee incentive plans
Net change in other assets and miscellaneous
Total working capital porvided
Working Capital was used for
Property, plant and equipment
Real estate investments and advances, net
Reduction of long-term debt
Cash dividends
Total working capital used
Net working capital used for discontinued operations

Years Ended December 31
1973
1972
11,985
10,401
(5,980)
846
$ 6,005
$11,247
December 31
1973
1972
21,449
3,358

17,008
6,611

Years ended December 31,
1973
1972
$ 11,985
7,505
1,432
4,530
25,454
5,275
1,419

$ 10,401
7,317
781
1,050
19,550
—

(1,608)
30,540

3,923
910
2,056
26,441

14,359
5,907
3,159
5,440
28,866
3,212

11,866
(3,708)
5,578
5,423
19,160
7,546

—

Notes to Financial Statements
Accounting Policies
Consolidation—The consolidated financial statements include the accounts of the company and its
subsidiaries, each of which is wholly-owned. All material intercompany accounts and transactions
have been eliminated. The company is pursuing sale of its retail furniture operations and, in accord
ance with opinion No. 30 of the Accounting Principles Board, amounts relative to such operations are
shown separately in the accompanying financial statements. This disposition is described in the follow
ing Note and data presented in all other Notes are exclusive of furniture operations.
Disposition of Furniture Operations
The company decided late in 1973 to sell its retail furniture operations. This business operates as a
wholly-owned subsidiary under the name of Mangurian’s, Inc. and consists of fourteen retail furniture
outlets, of which eight are located in Florida, two in Rochester, New York and one each in Dallas,
Houston, Atlanta and Denver. The company, through an investment banker, is currently pursuing the
sale of this segment of business and believes that disposition will be completed in 1974. On January 3,
1974, the two Rochester, New York stores and a supporting warehouse were sold to a member of the
company’s board of directors for cash and assumption of mortgage debt.
In accounting for furniture operations, sales are recorded upon order of merchandise by custom
ers. The company requires substantial deposits from customers ordering merchandise and deliveries
from warehouse inventories are made within a week except for merchandise that is specially ordered
or out of stock. Estimated provisions for cancellations and delivery expenses are recorded for undelivPage I 32

ered sales. Pre-opening expenses of new retail furniture facilities are deferred and amortized over a
period of two years from the opening of such facility.
Operating results for furniture operations and the estimated loss on disposal of furniture opera
tions, which comprise “(Loss) Income From Discontinued Operations” on the accompanying consoli
dated statement of income, follow:

Net sales
Costs and expenses
Interest
(Loss) income before taxes
Income taxes (benefit)
Net (loss) income from operations
Estimated loss on disposal of retail furniture
operations (less income tax benefit of
$5,100,000)
(Loss) income from discontinued operations

Year ended December 31,
1972
1973
$41,283,127
$49,966,133
38,447,763
48,741,941
1,338,843
2,052,212
1,496,521
(828,020)
650,000
(447,200)
846,521
(380,820)

(5,600,000)
$ (5,980,820)

—
$846,521

The reserve for losses applicable to the sale of the retail furniture business has been established
by providing the estimate shown above for future operating and disposal losses to a termination of
these operations, in accordance with current forecasts and plans. A loss of $561,986, net of tax benefit,
on the sale of the Rochester, New York furniture operations was charged to this reserve at December
31, 1973. Actual furniture results of operations incurred after 1973 and further losses or gains related
to selling this business will be charged against such reserve for losses. As a result, the company’s
statement of income for periods subsequent to 1973 will not reflect furniture operations or losses
unless the reserve is determined to be in excess of or less than the amount required. Any such excess
or deficiency will be reflected at the appropriate time in the company’s results of operations as an
additional item of income or loss from discontinued operations.
Management believes that, based on available information, it has made a careful and conservative
estimate of all losses applicable to the sale of the company’s retail furniture operations. However,
there can be no assurance that the ultimate loss on disposition will not be more or less than the
amounts presently estimated.
The assets and liabilities of the retail furniture business being sold are shown separately on the
accompanying consolidated balance sheet and consist of the following:
December 31,
1973
1972
Assets
Receivables, less allowances of $250,000 in 1973
and $141,435 in 1972
Inventories, at cost
Property and equipment, less accumulated
depreciation of $2,322,926 in 1973 and $2,330,621
in 1972
Other assets
Reserve for disposition losses, net of taxes
Liabilities
Current liabilities
Mortgages payable

$ 8,630,010
12,737,321

$6,309,316
11,994,625

21,395,303
326,660
(5,038,014)
$38,051,280

24,752,706
1,015,875

$3,358,392
—

$3,358,392

—

$44,072,522
$4,621,584
1,989,851
$6,611,435

Management believes that substantially all of the cash required by the retail furniture business
during the period of disposition will be generated by such operations. Interest at 7% is continuing to
be charged to the furniture operations on net cash advances which were funded through a General
Portland public financing completed in September 1971. Although no decision has been made regard
ing the use of any proceeds which are derived from the sale of the furniture business, management is
of the judgment that income from such proceeds will exceed the interest currently being charged to
the furniture operations. The company’s furniture operations do not have any long-term obligations in
connection with borrowings, noncancellable leases or other commitments.
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The effect of the discontinued retail furniture operations on the funds flow of the company is as
follows:

(Loss) income from discontinued operations
Provisions not affecting funds flow of the company
Estimated loss of disposal
Depreciation
Proceeds from sale of Rochester operations, after assumption
by purchaser of $1,921,079 of mortgage debt,
including tax benefit
Expenditures for property and equipment
Net working capital of Rochester operations at date of sale
Changes in current assets and liabilities
Other, net

HOUSEHOLD FINANCE CORPORATION
Statement of Income
Income from continuing operations
Discontinued operations of rental and leasing business—Note 5
Household’s equity in (loss) from E Z Haul Division operations—
less applicable federal income tax benefits,
1973—$6,189
Household’s equity in provision for loss on disposal of
E Z Haul Division, including estimate of $12,000 for operating
losses during phase-out period—less applicable deferred
federal income tax benefits of $23,448
Writeoff of goodwill
Loss from discontinued operations
Net income

Year ended December 31,
1973
1972
$(5,980,820)
$846,521
5,600,000
802,821
422,001

804,304
1,650,825

2,665,014
(316,348)
(2,173,733)
(4,326,582)
517,027
$(3,212,621)

(6,513,517)
—
(3,345,117)
661,064
$(7,546,745)

—

—

Year ended December 31
1973
1972
95,663
109,905

(6,749)

(26,855)
(10,000)
(43,604)
$ 52,059

(3,941)

—
(3,941)
$ 105,964

Notes to Financial Statements
National Car Rental System, Inc.
(The rental and leasing subsidiaries) outstanding voting shares were approximately 94% owned
by Household at December 31, 1973 prior to its recapitalization, described below. These shares were
acquired for cash, primarily in 1969, in transactions accounted for as purchases.
The investment in National included in the accompanying balance sheet represents the following
(thousands of dollars):

Cost of voting shares purchased
Additions to capital
Undistributed net income (losses)
Portion of cost (goodwill) written off
Notes receivable
Total

1973
$ 147,109
83,188
(78,058)
(13,030)
—
$ 139,209

1972
$ 146,489
10,000
557
(12)
3,788
$ 160,822

Interest income on loans to National aggregated $1,656,000 and $967,000 in 1973 and 1972,
respectively, and has been credited to interest expense.
On January 8, 1974, the Board of Directors of National declared its intention to discontinue the E
Z Haul Division (one-way truck and trailer rental business) and to write down certain of that
company’s other assets. Household’s equity in the estimated losses associated with these actions,
which are described in detail in Note 2 to the financial statements of National on page 31, is included in
the determination of 1973 net income. The Company’s equity in losses from operations and in the
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provision for estimated loss on disposal of the Division has been shown as discontinued operations in
the accompanying statement of income, and 1972 amounts have been reclassified accordingly. Also
included in the determination of the loss from discontinued operations is the writeoff of that portion of
goodwill, $10,000,000, arising from Household’s acquisition of National estimated as being applicable
to the E Z Haul Division and the Federal income tax benefit resulting from the inclusion of the
accounts of National in a consolidated income tax return.
Included in Household’s income from continuing operations of National is the writeoff of that
portion of goodwill, $3,000,000, estimated as applicable to National’s Truck Rental and Leasing
Division and the 1973 Federal income tax benefit related to losses from continuing operations.
Also on January 8, National was merged into a wholly-owned subsidiary of Household into which
Household previously had contributed $48,000,000 cash as equity capital, As part of this recapitaliza
tion, the National minority interest are to receive $2,077,000 for their shares. The National non-voting
preferred stock and $25,188,000 of subordinated debentures held by Household were contributed to
capital. These actions are given effect to in the balance sheet as of December 31, 1973.
In 1973, National changed its fiscal year from November 30 to December 31. Household’s equity
in National’s net loss for December 1972 was $466,000 and has been included in the loss from discon
tinued operations.
At December 31, 1973, the investment in National exceeded the Company’s equity in net assets
by approximately $110,000,000.
NATIONAL CAR RENTAL SYSTEMS INC.
SUBSIDIARY OF HOUSEHOLD FINANCE CORPORATION
Statement of Income

Year ended
December 31 November 30
1973
1972
(15,857)
3,503

Income (loss) from continuing operations—Notes 2 and 9
Discontinued operatoins—Note 2
(Loss) from EZ Haul Division operations—less applicable
income tax benefits, 1972—$3,143
(13,334)
(4,251)
Provision for (loss) on disposal of EZ Haul Division,
Including estimate of $12,000 for operating losses during
Phase-out period
(50,661)
(Loss) from discontinued operations
(63,995)
(4,251)
Net (loss
$(79,852)
$ (748)
*The $15,857 loss from continuing operations is after recognition of $11,119 of unusual or infrequently
occurring charges, as explained in Note 2, and $4,471 of additional provision and writeoff, as ex
plained in Note 9.
Balance Sheet
Liabilities and Shareholders’ Equity
Accounts payable and accrued liabilities:
Trade and other
Estimated expenses on disposal—Note 2
Payable to former shareholders—Note 3
Revenue-Earning Asset Obligations—Note 4:
Continuing operations
Discontinued operations

December 31, November 30,
1973
1972

$ 17,807
12,000
2,077

$ 15,250

138,583
33,934

162,337

Notes to Financial Statements
On January 8, 1974, the Board of Directors declared its intention to discontinue the E Z Haul
Division (one-way truck and trailer rental business) and to write down certain other assets. The loss
from operations and the provision for estimated loss on disposal of the Division have been shown as
discontinued operations in the 1973 statement of income, and 1972 amounts have been reclassified
accordingly. E Z Haul Division revenues for 1973 and 1972 were $25,989,000 and $24,092,000, respec
tively.
The provision for loss on disposal of the E Z Haul Division is based upon presently available
information, not definitely ascertainable until the discontinuance is completed, and is summarized as
follows (thousands of dollars):
Page I 35

Estimated losses on disposition of revenue-earning assets
Operating, administrative, and other costs estimated to be incurred
during the phase-out period in 1974
Goodwill, prepaid expenses, and receivables charged-off
Total

$36,554
12,000
2,107
$50,661

Included as unusual or infrequently occurring charges in the 1973 statement of income are the
writeoffs of goodwill applicable to Truck Rental and Leasing and Air Care Divisions, $8,119,000, and a
provision of $3,000,000 to write down Mud Cat Division assets to estimated net realizable value after
giving effect to current levels of selling and administrative costs.
Changes in financial position during 1973 and 1972 were as follows (thousands of dollars):
1973
1972
Source of Funds:
Operations:
Net (loss)
$ (748)
$(79,852)
Non-fund transactions:
37,981
47,239
Depreciation, etc.:
37,592
Discontinuance of E Z Haul
11,119
Unusual or infrequently occurring charges
INVESTORS DIVERSIFIED SERVICES INC.
A SUBSIDIAIRY OF ALLEGHANY CORPORATION
Statement of Income

Income from continuing operations
Discontinued operations (Note 13):
Income (loss) from operations of discontinued business,
after provision (credit) for Federal income taxes 1973,
($3,127,000); 1972, $296,000
Gain on disposals of discontinued operations after
Federal income taxes, $513,000
Income (loss) from discontinued operations
Net Income
Balance Sheet
Assets
Investment in discontinued businesses (Note 13):
Net assets related to development properties planned
for disposition
Investment in capital stock of brokerage subsidiary sold in
1973—at equity
Statements of Changes in Financial Position

Funds Provided:
Funds provided from continuing operations
Funds provided from discontinued operations:
Income (loss) from discontinued operations
Provision for deferred Federal income taxes
Funds provided from discontinued operations
Decreases in assets:
Carrying value of investment in discontinued businesses
sold, net
Funds Used:
Increases in assets:
Carrying value of investments in discontinued businesses
sold, net
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Years ended December 31,
1973
1972
(Note 13)
27,584
35,596

(3,302)
2,067
(1,235)
$ 26,349

521
—
521
$36,118

December 31,
1973
1972
(Note 13)

2,635

13,063

—

12,386

Years ended December 31,
1973
1972
(Note 13)
45,337
(1,235)
1,057
(178)

77,891
521
(407)
133

22,814

4,499

Notes to Financial Statements
Sales and Potential Sales of Segments of Business
Effective August 31, 1973, the Company sold its wholly-owned brokerage subsidiary, Jefferies &
Company, Inc. (“Jefferies”) at book value. The Company has accounted for this transaction as a
disposal of a segment of a business as defined by Opinion No. 30 of the Accounting Principles Board.
Accordingly, the accompanying financial statements, after reclassification of the 1972 amounts, pre
sent the operations of Jefferies under discontinued operations in the accompanying statements of
consolidated income and changes in consolidated financial position and the net assets of Jefferies under
investment in discontinued businesses in the accompanying consolidated balance sheets. Also, all
amounts attributable to Jefferies have been removed from the accompanying notes to consolidated
financial statements.
The results of Jefferies operations for the eight months ended August 31, 1973 and the year ended
December 31, 1972, are summarized as follows:
1972
1973
$ (167,000) $10,135,850
Revenues
9,318,271
6,262,887
Costs and expenses
(6,429,887)
817,579
Operating income (loss)
(3,127,000)
296,000
Income tax provision (credit)
$(3,302,887) $ 521,579
Net income (loss)
The net assets of Jefferies as of December 31, 1972, are summarized as follows:
$22,199,093
Inventory securities
51,282,806
Receivables from customers and brokers
Other assets
8,708,014
Total assets
82,189,913
38,109,723
Payables to customers and brokers
17,813,923
Notes payable and current installments of long-term debt
Long-term debt
5,197,917
Other liabilities
8,681,444
Total liabilities
69,803,007
Net assets
$12,386,906
Due to a difference in the carrying value of the investment in Jefferies for book and tax purposes,
a tax benefit in the amount of $200,000 was realized from the sale. This amount is included in the
accompanying statements of consolidated income under gain on disposals of discontinued operations.
During the latter part of 1972, the decision was made that a consolidated subsidiary would
withdraw from real estate development operations. The Company is accounting for the disposition of
the related development properties as a disposal of a segment of a business and, accordingly, after
reclassification of 1972 amounts, the net assets related to these properties are classified under invest
ments in discontinued businesses in the accompanying consolidated balance sheets, and the gain on
disposal of these properties is classified as discontinued operations in the accompanying statements of
consolidated income. The operations related to these development properties have not been reclas
sified as discontinued operations since they are insignificant amounts.
During 1973, the net realized gains on sales were recognized as income and anticipated but
unrealized losses were recognized resulting in a net gain on disposal of development properties of
$2,580,101 and related taxes thereon of $513,000. It is estimated that the aggregate proceeds upon
disposition of the remaining properties will exceed the aggregate carrying values.
The net assets related to development properties planned for disposition at December 31, 1973
and 1972 are summarized as follows:
1972
1973
Properties
$11,345,905
$18,734,479
Other assets
692,331
1,167,314
Total assets
12,038,236
19,901,793
Real estate mortgage loans and other long-term debt
7,634,660
3,506,430
Other liabilities
1,768,069
3,332,262
Total liabilities
9,402,729
6,838,692
Net assets
$ 2,635,507
$13,063,101
The net assets related to development properties include $2,445,200 and $3,870,282, respectively,
at December 31, 1973 and 1972 of advances from the parent company and its subsidiaries.
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On March 7, 1974, the Company announced that an agreement in principle had been reached to
sell John Nuveen & Co. Incorporated (Nuveen), a consolidated subsidiary, for cash. The sales price
will be the book value of Nuveen at closing date and while there will be no pretax gain or loss on the
sale, a difference in the carrying value of the investment in Nuveen for book and tax purposes will
cause an income tax expense to be recorded in 1974.
The Company is also actively pursuing plans to sell IDS Leasing Corporation (Leasing), its
wholly-owned industrial leasing subsidiary and at this time the Company cannot predict the expected
sales date, manner of disposal or proceeds from the sale. The Company does not anticipate any loss
from operations or from the sale of either of these subsidiaries.
The net assets of Nuveen and Leasing included in the accompanying consolidated balance sheets
at December 31, 1973 and 1972 are summarized as follows:
Nuveen
Leasing
1973
1973
1972
1972
$
Inventory securities
$155,467,678 $ 73,940,568 $
Receivables from
customers and brokers
22,988,684
10,071,665
—
—
Receivables for commercial
leasing and financing of
equipment
91,906,838
74,660,648
Residual value of
—
—
equipment under lease
7,417,418
8,175,520
Other assets
6,906,243
6,588,977
7,412,946
7,361,122
Total assets
89,491,012
103,835,495
106,671,335
172,900,465
MEDIA GENERAL, INC.
Statement of Income

Income from continuing operations
Discontinued operations, net of income taxes
Net income
Statement of Changes in Financial Position

Working capital derived from continuing operations
Discontinued operations, net of income taxes
Provision for plant closing and disposition of assets

Years Ended December 31,
1973
1972
(Restated)
$ 10,135
$ 8,388
(1,458)
(407)
8,676
7,981
Years Ended December 31,
1973
1972
(Restated)
15,248
13,001
(1,458)
(407)
1,884
231

Notes to Financial Statements
Summary of significant accounting policies
Restatement. The financial statements for 1972 have been restated to reflect the discontinued
operations of The Evening News Publishing Company and Morgan Mills Division in accordance with
Accounting Principles Board Opinion #30.
Discontinued Operations
In November 1973, the company discontinued the operations of the Morgan Mills Division. The
Company plans to sell or otherwise dispose of substantially, all of the property, plant and equipment of
the Division. Accordingly, such assets have been reflected in the accompanying consolidated balance
sheet at December 31, 1973 at their value determined by independent appraisal.
Revenues from Morgan Mills were $3,199,132 in 1973 and $3,302,302 in 1972. Its losses were
$293,674 in 1973 and $407,127 in 1972, net of tax benefits of $267,000 and $375,809, respectively.
Income for 1973 was also charged $1,165,114 (net of tax benefits of $1,222,000), the loss estimated to
be incurred on disposition of substantially all the assets of Morgan Mills including an immaterial
amount to cover its operating loss in December and expenses during the phase-out period.
The consolidated statement of income for 1972 has been restated to show separately the net loss of
the Morgan Mills Division and eliminate revenues of $3,826,822 and expenses of $11,350,316 applicable
to the discontinued operations of The Evening News Publishing Company, Inc.
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DISPOSAL GAIN OR LOSS IN PR EC ED IN G YEAR
CASTLETON INDUSTRIES, INC.
Statement of Income
Income from continuing operations
Discontinued operations—Note B:
Loss from operations of discontinued businesses
(less applicable income taxes 1973—$164,000;
1972—$244,630)
Loss on disposal of discontinued businesses
including provision for operating losses during
phase-out period 1973—$35,000; 1972—$145,000
(less applicable income taxes 1973—$177,000;
1972—$221,500)
Net Income

Years Ended December 31,
1973
1972
524
605

176

267

235
412
$112

107
374
$230

Notes to Financial Statements
Acquisition and Disposition of Businesses
The Company sold certain assets and the operations of Automatic Refuse Systems, Inc. (ARS) for
approximately $353,000 in February 1974 and reflected the loss on disposal in discontinued operations
for 1973. The operating losses of ARS for 1973 and 1972 (including revenues of $514,029 and $627,124,
respectively) have been included as discontinued operations. The reclassification of the operating loss
of ARS in 1972 to discontinued operations had the effect of increasing earnings from continuing
operations by $132,442 ($.02 a share).
In 1972 the Company terminated the Castleton Instant Foods Division (CIF), sold rental proper
ties and other operations. Gains and losses on disposition were previously presented as extraordinary
items in accordance with accounting principles then generally accepted. Such losses, which amounted
to $107,176 ($.01 a share), have been reclassified to discontinued operations in the accompanying
statement of consolidated income as permitted by Accounting Principles Board Opinion No. 30
adopted in 1973. Operations in 1972, prior to disposition, are included as discontinued operations
(revenues were $1,513,553). Proceeds ($379,900) from disposal of CIF’s assets resulted in a loss in
excess of the anticipated loss recorded in 1972 by approximately $80,000, net of tax effect. Such excess
is included in discontinued operations in 1973.
COMPUTER SCIENCES CORPORATION
Statement of Income

Earnings (loss) from continuing operations
Sale of investment and disposition of subsidiary,
less taxes on income (Note 7):
Gain on sale of investment—$.03 per share
Earnings of subsidiary sold—$.11 per share
Gain on sale of subsidiary—$.60 per share
Net Earnings

Year Ended
March 29,
March 30,
1974
1973
1,180
(9,283)

464
—

—
$1,644

1,550
8,100
$ 367

Notes to Financial Statements
Sale of Investment and Disposition of Subsidiary
In February 1973, the Company sold all of the outstanding common stock of Commonwealth
Services, Inc. to Gilbert Associates, Inc. in consideration of $15,000,000 in cash and a $9,000,000, 6%
subordinated convertible debenture of Gilbert. The Company realized a pre-tax gain of $16,685,000
from the sale. In November 1973, the Company disposed of the Gilbert debenture, realizing a pre-tax
gain of $928,000. Provision for taxes on these transactions amounted to $8,585,000 and $464,000,
respectively.
The consolidated earnings statements of the Company for 1973 and prior years were restated to
exclude the revenues and expenses of Commonwealth and to separately report the gain on the sale,
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and the earnings of the subsidiary to date of sale, less provision for taxes on income of $1,550,000, for
the year 1973, in accordance with current accounting practices.

HARDEE’S FOOD SYSTEMS, INC.
Statement of Income
Year ended October 31, 1973 with comparative figures for 1972
1973
Earnings from continuing operations
Discontinued operations (Note 11):
Loss from operations of discontinued operations,
less related income taxes
Loss from disposal of discontinued operations,
less related income taxes
Net loss from discontinued operations
Earnings before extraordinary item

2,556

1972
(Note 11)
3,121

125

559

90
215
2,340

394
954
2,167

1973

1972

—
28,642

128
20,543

1,473
427
1,901

556
328
885

—

477

Balance Sheet
October 31, 19.73 with comparative figures for 1972
Liabilities and Stockholders’ Equity
Current liabilities:
Estimated losses on discontinued operations, current
portion (note 12)
Total Current liabilities
Deferred credits:
Deferred Federal and State income taxes
(notes 1(h) and 6)
Deferred income
Total deferred credits
Estimated losses on discontinued operations, less current
portion (note 12)
Statement of Changes in Financial Position
Funds used:
Decrease in estimated losses on discontinued operations

Year ended October 31
1972
1973
477

236

Notes to Financial Statements
Discontinued Operations
The consolidated statement of earnings reflects a charge in 1973 of $125,733 ($218,333 less income
taxes of $92,600) representing operating losses sustained in operations of Honey Fried Chicken
Corporation prior to its discontinuance.
The loss from disposal of this operation in 1973 was $90,099 ($285,821 less income taxes of
$195,722). The loss from discontinued operations in 1972 represents losses of Honey Fried Chicken
Corporation of $204,882 and losses of $355,063 incurred in the operations of Hardee Products, Inc. and
certain foreign subsidiaries which were discontinued in 1972. The reclassification of operating figures
of the Honey Fried Chicken operations in 1972 accounts for the minor changes in 1972 operating
figures from amounts previously reported.
The loss from disposal of discontinued operations in 1972 of $394,445 ($758,445 less income taxes
of $364,000) represents losses sustained in discontinuing the operations in Cedartown, Georgia of
Hardee Products, Inc. in July, 1972. This loss was reported as an extraordinary charge ($.12 per
share) in the 1972 financial statements, but has been reclassified to comply with Opinion No. 30
adopted in 1973 by the Accounting Principles Board of the American Institute of Certified Public
Accountants.
Revenues applicable to discontinued operations were $155,113 in 1973 and $3,416,247 in 1972.
Consideration is currently being given to the disposition of other non-fast food subsidiaries, though
there are no concrete plans for doing so and there is no certainty that all or any of them will be sold.
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REED TOOL COMPANY
Statement of Income
Income from continuing operations
Discontinued operations (Notes 3 and 6):
Income from operations, less related income tax
of $116,000 ($389,000 in 1972)
Loss on disposal, less related income tax benefit
of $199,000 ($1,056,000 in 1972)
Net income
Balance Sheet
Net assets of division to be sold (Note 6)
Prepaid expenses
Total current assets
Statement of Changes in Financial Position
Funds were provided by:
Operations:
Net income
Items not requiring the use of funds:
Depreciation and amortization
Loss on disposal
Non-current deferred income taxes
Funds provided by operations
Net proceeds from disposal of divisions and subsidiaries

Years Ended December 31,

1973
2,594

1972
1,444

152

421

(215)
(63)
$ 2,531

(1,144)
(723)
$ 721

December 31,
1973
1972
—
3,800
260
64
58,007
49,446
Years Ended December 31,
1973
1972

$2,531
2,120
414
508
5,573
5,447

$

721
2,246
2,200
(110)
5,057
10,047

Notes to Financial Statements
Discontinued Operations
During 1973, the Company sold its Eastern Gear Division and a subsidiary, Trylon Machine &
Gear Co., for cash, $75,000, and a note in the amount of $808,000, net of $317,000 interest imputed at
9%. The note is due in nine annual installments beginning in November, 1976. The loss on these sales,
approximately $160,000, net of income tax, is included in “Loss on Disposal” in the accompanying
consolidated statement of income.
The Company has agreed in principle, subject to the purchaser’s board of directors approval, to
the sale of its Perfecting Service Division for cash of approximately $3,800,000. The expected effective
date of closing is March 31, 1974 and accordingly, the net assets of this division are included in current
assets in the accompanying consolidated balance sheet. The estimated loss on sale, $55,000 net of
income tax effect, is net of estimated operating income of $75,000 during the phase-out period and is
included in “Loss on Disposal” in the accompanying consolidated statement of income. The assets and
liabilities of Perfecting Service Division together with the reserve provided for the estimated loss on
disposal are summarized as follows:
Assets:
$2,359,000
Current assets
Property, plant and equipment, net of $802,000
1,838,000
accumulated depreciation and amortization
176,000
Other assets and deferred charges
4,373,000
Liabilities and reserve:
441,000
Current liabilities
19,000
Long-term debt, less current maturities
113,000
Reserve for loss on sale
573,000
$3,800,000
Net assets
The results of operations of the above businesses are included in the accompanying consolidated
statement of income under the caption “Discontinued Operations”. The respective revenues and
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income of these operations in 1973 amounted to $6,067,000 and $152,000, net of income tax, and in 1972
amounted to $6,348,000 and $421,000, net of income tax. The consolidated statement of income for
1972 has been revised to reflect the operating income net of income tax of these businesses as
discontinued operations.
The 1972 loss on disposal in the accompanying consolidated statement of income, $1,144,000, net
of income tax, represents losses, costs incurred and asset write-downs relating to other operations
discontinued in years prior to 1972. Such losses were classified as extraordinary items in previous
financial statements of the Company and have been reclassified in the accompanying consolidated
financial statements in accordance with the provisions of Accounting Principles Board Opinion No. 30.
THE TAPPAN COMPANY
Statement of Income
Earnings from continuing operations
Credit (charge) from discontinued Nautilus Division
Earnings before extraordinary credit

Years ended December 31,
1973
1972
4,570
6,338
325
(812)
4,895
5,526

Notes to Financial Statements
Disposition of Nautilus Division
Effective June 30, 1972, the Company discontinued operations of its Nautilus Division and dis
posed of its business and certain assets. Effective December 31, 1973, the Company recorded the sale
of its leasehold rights for the Nautilus Division plant which resulted in a revision of the charge
reported in 1972.
A summary of the credit (charges) for the years ended December 31, 1973 and 1972 is as follows:
1973
1972
Loss from operations through June 30, 1972 (on sales of
$1,138,000), net of federal income taxes of $320,000
—
$(347,000)
Credit from sale of leasehold (net of federal income taxes
of $113,000) and charge for plant close-down expenses
(net of federal income taxes of $429,000)
$325,000
(465,000)
$325,000
$(812,000)
In accordance with Accounting Principles Board Opinion No. 30 (Reporting the Results of Opera
tions), the Company has included in the above classification the 1972 Nautilus Division plant close
down expenses of $465,000, previously reported as an extraordinary loss in 1972. Accordingly, the
earnings before extraordinary credit for 1972 have been reduced by $465,000 or $.16 per average
share outstanding during 1972.
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EXTRAORDINARY ITEMS

CRITERIA FOR EXTRAORDINARY ITEMS

Opinion No. 30 requires extraordinary items—gains and losses from events and transactions
that are both unusual in nature and not reasonably expected to recur in the foreseeable future—be
reported in the income statement directly before net income. In determining whether an event or
transaction is unusual, the specific characteristics of the entity and the environment in which it
operates must be considered. In determining whether an event or transaction can be expected to
recur, the pattern of occurrence of that type of event or transaction in the past and the environ
ment in which the entity operates must be considered.
Gains or losses are rarely reported as extraordinary items under the Opinion; only a few
types of gains or losses are explicitly mentioned as qualifying. The Opinion approves reporting the
tax benefits of operating loss carryforwards as extraordinary items and the adjustment of gains or
losses reported as extraordinary items in prior periods. It also approves reporting as extraordi
nary items gains or losses that result directly from a major casualty (such as an earthquake), an
expropriation, or a prohibition under a newly enacted law or regulation that meet both criteria.
Illustrations

Five companies reporting extraordinary items in the current year apparently in conformity
with Opinion No. 30 are presented. Four also reported extraordinary items the preceding year
under criteria in effect before the Opinion was issued. None reporting gain or loss as extraordi
nary in the current year included the same type of gain or loss in income before extraordinary
items the previous year. None of the auditors referred in their audit reports to the extraordinary
items reported in the current year.
THE CORNELIUS COMPANY
Statement of Income
Earnings Before Extraordinary Credits
Extraordinary credits—Note J
Net Earnings
Statement of Changes in Financial Position
Sources of Working Capital
Total from Continuing Operations,
Before Discontinued Operations and Extraordinary credits
Income from discontinued operations—Note I
Charges (credits) to income not requiring outlay of
working capital:
Provision for depreciation
Equity in net income of affiliate
Total from Discontinued Operations
Income from extraordinary items—Note J
Charges to income not requiring outlay of
working capital—provision for depreciation
Total from Extraordinary Items
Total from Operations

Year ended October 31,
1972
1973
$1,086
$2,502
128
685
$1,215
$3,187
Year ended October 31,
1972
1973

$ 1,806
$ 1,591

$ 1,549
$ 656

302
(527)
$ 1,366
$ 685

129
(634)
$ 151
$ 128

—
$ 685
$ 3,857

28
$ 157
$ 1,858
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Notes to Financial Statements
Extraordinary Items
Extraordinary items consist of the following:
Year ended October 31,
1972
1973
Income tax benefit arising from carryforward of
foreign tax credits
Loss from plant closing and discontinued operations
(less tax effect of $336,500)—see comment below
Gain on sale of fixed assets (less tax effect
of $133,558)

$685,000
—
—
$685,000

$ 127,000
(336,500)
338,327
$ 128,827

The Company has changed the method of presenting losses arising from discontinued operations
as required by Opinion No. 30, adopted in 1973 by the Accounting Principles Board. Such losses in
1972 were presented in 1972 as an extraordinary item, in conformity with the accounting principles
then generally accepted; in 1973 they were included in determining income from discontinued opera
tions before extraordinary items, in conformity with the newly-issued Opinion. The Opinion prohibits
restating the 1972 financial statements for items previously classified as extraordinary items. Had the
Opinion been in effect in 1972, net income would have been the same, but income before extraordinary
items would have been $750,047 ($.21 per share).
DIVERSIFIED INDUSTRIES, INC.
Statement of Income

Income (loss) before extraordinary items
Extraordinary items (Notes 1g, 4 and 9)
Net income (loss)
Statement of Changes in Financial Position
Working capital provided (used):
Income (loss) before extraordinary items
Add net charges not requiring outlay of working capital:
Depreciation and amortization
Net decrease in deferred income taxes and other
Amortization of debenture discount
Reduction of excess cost over net assets of
purchased subsidiaries (Note 1d)
Interest charges represented by issuance of warrants
Working capital provided from (used in) opera
tions, exclusive of extraordinary items
Extraordinary items (Note 9)

Years ended October 31,
1972
1973
(Note 8)
(6,636)
696
(17,764)
921
$(24,400)
$1,617
Years ended October 31,
1973
1972
$

696
3,387
(1)
106

$ (6,636)
3,540
(411)
104

332
20
4,541
921

(3,402)
(17,764)

Notes to Financial Statements
Summary of Significant Accounting Policies
Losses from Disposals of Segments of the Business: As required by Opinion No. 30, adopted in
1973 by the Accounting Principles Board, the Company has reported losses from disposals of segments
of the business in 1973 as components of income before extraordinary items. In 1972, such losses were
presented as extraordinary items, in conformity with the accounting principles then generally ac
cepted. The Opinion prohibits restating the 1972 financial statements, and also requires that adjust
ments in the current period of estimates related to prior year disposals should be classified in the same
manner as the original items. Had the Opinion been in effect for 1972, the net loss would have been the
same, but the loss before extraordinary items would have been $24,400,542 ($4.06 per share). See
Notes 8 and 9 for a summary of discontinued operations and extraordinary items.
Income Taxes:
The provisions or credits for income taxes have been charged (credited) in the consolidated
statement of operations as follows:
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Years ended October 31,

Provision or (credit) for taxes on income (loss)
of continuing operations:
Current
State and Canadian
Income (loss) of discontinued operations
Extraordinary items (benefit of net operating
loss carryforward)

1973

1972

$1,436,285
414,491
$1,850,776
$ 13,588

$ (49,259)
182,704
$ 133,445
$ 34,744

$1,421,468

Extraordinary Items:
A summary of extraordinary items for the year ended October 31, 1973, is as follows:
Tax Benefit of net operating loss carryforward
$ 1,421,468
Additional provision for loss on termination and
disposition of retail toy and sporting goods business
(500,000)
Total
$ 921,468
The Company had provided $12,520,473 as of October 31, 1972, for estimated losses related to the
termination and disposition of the retail toy and sporting goods business. As a result of unfavorable
experience during the year 1973 in disposing of leases and liquidating inventories of the discontinued
business, an additional $500,000 was provided for such estimated losses.
GENERAL HOST CORPORATION
Statement of Income

Income before extraordinary items
Extraordinary items, net (Note 11)
Net income

Years Ended
December 29, December 30,
1973
1972*
(52 Weeks)
(53 Weeks)
2,585
3,840
1,011
822
$3,407
$4,851

*Reclassified for comparative purposes
Notes to Financial Statements
Extraordinary Items:
Fiscal Years Ended
December 29, December 30,
1972
1973
Federal income tax benefit arising from utilization of the
Company’s net operating loss carryforward (Note 8)
Reversal of prior year provision for taxes (Note 15)
Cost of settling litigation (Note 15)
Provision for legal and other costs arising from an unsuccessful
tender offer for the Company’s stock in March, 1973
Provision for losses on discontinuation of certain
operations and disposal of facilities
Provision for additional costs relating to prior year’s
extraordinary items
Gain on repurchase of 7% subordinated debentures

$

775,000
650,000
(160,000)

$

412,000

__
—

(254,000)
(3,295,000)

—

$ 1,011,000

(1,777,000)
5,482,000
$ 822,000

Under the provisions of Opinion No. 30 issued by the Accounting Principles Board in 1973, certain
transactions that in previous years were required to be classified as extraordinary items must now be
included in the determination of income before extraordinary items. Accordingly, the gain of
$1,045,000 on repurchase of debentures and the provision for loss of $803,000 on the discontinuation of
certain operations and the disposal of facilities are included in income before extraordinary items in
1973, whereas the gain of $5,482,000 on the repurchase of debentures and provision of $3,295,000 for
losses on discontinuation of certain operations and disposal of facilities were reflected as extraordinary
items in 1972. The effect of these changes is to increase 1973 income before extraordinary items by
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$772,000, including income tax benefits of $530,000, and to reduce extraordinary items by the same
amount.
During 1969 the State of Florida assessed the Company, as successor to L ’l General Stores, Inc.,
for alleged deficiencies in the collection and payment of sales taxes for the years 1965 to 1967. As a
result, provision was made in the Company’s financial statements for possible liability which might
arise from the deficiency. During 1973 the Florida courts ruled that the assessment by the State of
Florida was invalid and, accordingly, the provision has been reversed by an extraordinary credit to
income in the 1973 financial statements.
In December 1973 judgment was entered settling a suit filed in 1970 which sought rescission of
the sale of the Company’s investment in Armour and Company to The Greyhound Corporation and of
the purchase of the Goldfield and Tanco notes referred to in Note 3. As part of this settlement, which
the Court determined had a value to the Company of not less than $422,000, the Company was
required to pay legal fees in the amount of $160,000.
KIRBY INDUSTRIES, INC.
Statement of Income
Earnings before extraordinary items
Extraordinary items, net of $492,410 income tax
effect in 1973 ($56,102 in 1972) (Note 6)
Net earnings
Statement of Changes in Financial Position
Funds provided by operations
Extraordinary items
Non-working capital portion of extraordinary items
Funds provided by extraordinary items

Years ended July 31,
1972
1973
4,595
5,076
(647)
$ 4,428

(8)
4,587

Years ended July 31,
1972
1973
6,572
6,627
(647)
(8)
64
1,137
56
489

Notes to Financial Statements
Extraordinary Items
Extraordinary items, net of applicable income tax, for the years ended July 31, 1973 and 1972 are
as follows:
1972
1973
Equity in extraordinary items of unconsolidated
$ 2,236
122,962
finance subsidiaries
Write-off of $187,064 equity in investments, net
_
(130,962)
of $56,102 income tax effect
Write-off of investment in oil and gas concessions
canceled by Ecuardorian government, net of $492,410
(649,978)
income tax effect
(8,000)
$(647,742)
The Company, through an approximate 5% ownership of Minas y Petroleos del Ecuador, S.A. and
Petrolera Yasuni, C.A., held an interest in two oil and gas concessions in the Oriente of Ecuador.
During 1972, the Government of Ecuador issued a decree which unilaterally imposed greatly increased
surface taxes and other obligations on the concession holders, in complete disregard of existing
agreements. Attempts were made to renegotiate explicit agreements with the government with terms
whereby exploration and development work could be economically justified. The negotiations were
unsuccessful and notice was received on February 28, 1973 from the Ecuadorian government declaring
the concessions void. The Company’s remaining investment in Ecuador of $1,142,388, less the
$492,410 income tax effect, was written off as an extraordinary loss.
MIDLAND-ROSS CORPORATION
Statement of Income
Income before extraordinary loss
Extraordinary loss - Note E
Net Income
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Years ended December 31,
1973
1972
8,816
12,540
935
—
$8,816
$11,605

Statement of Changes in Financial Position
Source of Funds
Income before extraordinary loss
Items not affecting working capital:
Depreciation and amortization
Deferred federal income taxes, non-current portion
Equity in net income of associated companies
Total From Operations, Exclusive of
Extraordinary Loss
Extraordinary loss
Item in extraordinary loss not affecting working capital
Total From Operations

Years ended December 31,
1972
1973
$12,540
8,881
1,925
(960)

$ 8,816
8,501
2,195
(931)

22,386

18,581

(935)
1,798
23,249

—
18,581

—

Notes to Financial Statements
Extraordinary Loss
The Company’s sale in July 1973 of its Maumee, Ohio frame facility (included in “idle facilities held
for sale” in the December 31, 1972 balance sheet) resulted in a loss of $1,798,000 before applicable
Federal income tax credits of $863,000. The loss has been reported as an extraordinary item in 1973 in
accordance with Accounting Principles Board Opinion No. 30, because the loss represents an adjust
ment of extraordinary items reported in 1970 and 1971 reflecting the estimated loss from the expected
sale of this facility.
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IV
UNUSUAL OR INFREQUENT ITEMS

DISCLOSURE

Under Opinion No. 30, gains or losses that are either unusual or not expected to recur (but
not both) are to be reported as a separate component of income from continuing operations.
Certain types of gains or losses commonly classified as extraordinary items before the Opinion
was issued are now explicitly required to be included in income before extraordinary items and
classified as an unusual or infrequent item; these include gains or losses from exchange or transla
tion of foreign currencies arising from major devaluations or revaluations, and gains or losses from
discontinuance of part of a segment of the business.
Illustrations

The thirty-four companies presented reported unusual or infrequent items in the current year
apparently in conformity with Opinion No. 30. Some reported gains or losses from disposal of part
rather than all of a business segment. Twenty-seven did and seven did not report a similar type of
gain or loss as an extraordinary item the preceding year. The auditors of the seven companies did
not refer in their opinions to the gain or loss reported in the current year. The auditors of
twenty-one of the twenty-seven companies that reported a similar type of gain or loss as an
extraordinary item in the preceding year stated in their opinions that generally accepted account
ing principles were applied on a basis consistent with the previous year “except for” or “other than
for” the difference in classification between the current and preceding years, a qualification of the
auditor’s opinion recommended by the Auditing Interpretation. Although the auditors of the
remaining six companies did not qualify their opinions as to the difference in classification between
the current and preceding years, the difference apparently does not materially affect comparabil
ity in all cases. (The Auditing Interpretation states that a qualification is unnecessary unless the
difference in classification between the current and preceding years materially affects com
parability.)
SALE OR ABANDO NM ENT OF
PROPERTY, PLANT, OR EQUIPMENT
APOGEE ENTERPRISES, INC.
Statement of Income

Operating income
Other deductions—net, including interest expense
$197,041 in 1974, $105,257 in 1973 (Note 6)
Earnings before income taxes and extraordinary item
Federal and state income taxes, including deferred
$38,127 in 1974, $26,127 in 1973
Net earnings above extraordinary item
Extraordinary item—gain on sale of land and building
(less applicable income taxes of $25,000) (Note 6)
Net earnings

53-weeks
ended
March 2,
1974
1,907

52-weeks
ended
February 24,
1973
1,354

114
1,792

138
1,216

886
906

610
605

_

37
643

906
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Notes to Financial Statements
Gains on Sales of Fixed Assets
In fiscal 1973, the Company realized a gain of $62,468 from the sale of land and buildings. This
gain, net of related income taxes of $25,000, is reflected as an extraordinary item in the accompanying
comparative statement of earnings. In fiscal 1974, the Company realized a similar gain of $72,059. In
accordance with Accounting Principles Board Opinion No. 30, this latter gain has not been reflected as
an extraordinary item but rather has been classified as other income and included in earnings before
extraordinary item. The related income taxes of $24,000 have been included in income tax expense.
Auditor’s Opinion
The Board of Directors and Stockholders
Apogee Enterprises, Inc.
We have examined the consolidated balance sheet of Apogee Enterprises, Inc. and subsidiaries as
of March 2, 1974 and the related statements of earnings and retained earnings and changes in financial
position for the 53 weeks then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
In our opinion, the aforementioned consolidated financial statements present fairly the financial
position of Apogee Enterprises, Inc. and subsidiaries at March 2, 1974 and the results of their
operations and the changes in their financial position for the 53 weeks then ended, in conformity with
generally accepted accounting principles which, except for the change, with which we concur, in the
method of presenting gains on sales of land and buildings as described in Note 6 to the financial
statements, have been applied on a basis consistent with that of the preceding period.
AERO-FLOW DYNAMICS, INC.
Statement of Income

Operating income
Interest expense
Other (income) expense, net
Income from continuing operations before
provision for income taxes
Provision for income taxes (Note 1):
Currently payable:
Federal
State
Deferred federal
Income from continuing operations
Loss from discontinued operations (Note 6)
Income before extraordinary charges
Extraordinary charges (Note 6)
Net income

For the years ended
December 31,
1972
1973
2,650
1,952
599
568
11
(89)
510
579
2,140

1,373

912
228
26
1,166
974
—
974
—
$ 974

580
133
6
719
654
82
572
44
$ 528

Notes to Financial Statements
Discontinued operations and disposition of assets
In 1972 the Company decided to discontinue three mobile home supplies distribution centers and
Cortland Industries, Inc., a 53% owned subsidiary, sold its business and assets and was liquidated.
The losses from these discontinued operations, net of related income taxes of $76,000, have been
reflected in the consolidated statement of income as a separate item. The extraordinary charges
represent a loss of $34,000 on the disposition of the Company’s interest in Cortland Industries, Inc.,
after related income taxes of $66,000, and a net loss of $10,000 in connection with discontinuing three
mobile home supplies distribution centers, after related income taxes of $15,000.
In 1973, the Company had gains before taxes of $77,000 on the disposition of real property and a
loss before taxes of $82,000 in discontinuing the aforementioned mobile home supplies distribution
centers. Pursuant to Accounting Principles Board Opinion No. 30, the gains are included in other
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(income) expense, net, and the net sales and commission income ($147,000), and related costs and
expenses of the discontinued distribution centers are included in the applicable captions of the consoli
dated statement of income.
ALPHA PORTLAND INDUSTRIES, INC.
Statement of Income

Income before extraordinary credit
Extraordinary credit—Net (Note 1)
Net income

For the years ended
December 31,
1972
1973
3,536
5,370
287
—
$3,823
$5,370

Notes to Financial Statements
Extraordinary and other transactions
In 1972 the extraordinary credit consists of $1,016,000 gain (after taxes of $731,000) on the sale of
a cement plant closed in 1970 reduced by $729,000 of loss and expenses (after taxes of $525,000) related
to an accident involving the collapse of an overhead crane located at the Orange, Texas plant in
December 1972.
The Company has changed the method of presenting gains and losses from sales or abnormal
retirements of property in 1973 to conform with Opinion No. 30 issued by the Accounting Principles
Board of the American Institute of Certified Public Accountants. In 1972 such items were presented
as an extraordinary credit, in conformity with the accounting principles then generally accepted, and
in 1973 were included in determining income before extraordinary credit, in conformity with the newly
issued Opinion. Restatement of the 1972 financial statements for such items is prohibited by the
Opinion. Had the Opinion been in effect for 1972, income before extraordinary credit and net income
would have been the same, $3,823,000 or $1.97 a share.
Auditor’s Opinion
The Stockholders and Board of Directors
Alpha Portland Industries, Inc.
We have examined the consolidated balance sheet of Alpha Portland Industries, Inc. and sub
sidiaries as of December 31, 1973 and 1972 and the related statements of income, stockholders’ equity,
and changes in financial position for the years then ended. Our examination was made in accordance
with generally accepted auditing standards, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances. We did
not examine the 1973 statements of three joint ventures in which the companies participate, which
statements reflect assets and revenues of which the companies’ proportionate share constitutes 3%
and 6%, respectively, of the 1973 consolidated totals. Further, we did not examine the 1972 state
ments of six such joint ventures, which statements reflect assets and revenues of which the companies’
proportionate share constitutes 3% and 12%, respectively, of the 1972 consolidated totals. These
statements were examined by other auditors whose reports thereon have been furnished to us and our
opinion expressed herein, insofar as it relates to the amounts included for such joint ventures, is based
solely upon the reports of the other auditors.
In our opinion, based upon our examination and the reports of the other auditors, such consoli
dated financial statements present fairly the financial position of the companies at December 31, 1973
and 1972 and the results of their operations and the changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles applied on a consistent basis
except for the change (with which we concur) in the method of determining income before extraordi
nary items with respect to gains and losses from sales or retirements of property as described in Note
1 to the financial statements.
UNIVERSAL CONTAINER CORPORATION
Statement of Income

Income (loss) before extraordinary items
Extraordinary items (Note 17)
Net income (loss)

Years (52 Weeks) Ended
December 1, December 2,
1973
1972
(Note 3)
101
(2,131)
54
3
$155
$(2,128)
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Notes to Financial Statements
Extraordinary items
Extraordinary items consist of the following:
Net gain on sales of assets of subsidiaries
Provision for settlement of litigation and claims
Costs applicable to relocation of plant
Loss arising from currency devaluation
Tax benefit of net operating loss carryover
Other

1973
$ —
—
—
54,600
—
$54,600

1972
$68,929
44,650
(77,899)
(40,356)
—
7,937
$ 3,261

Gains on sales of properties are included in determining income before extraordinary items in
1973 while similar net gains were presented as an extraordinary item (see above) in 1972. The change
in presentation is required by Opinion No. 30 adopted by the Accounting Principles Board of the
American Institute of Certified Public Accountants. Had the Opinion been in effect in 1972, the net
loss would have been the same, but income (loss) before extraordinary items would have been
($2,062,339) or ($.86) per share.
Auditor’s Opinion
The Board of Directors and Shareholders
Universal Container Corporation
We have examined the consolidated balance sheet of Universal Container Corporation and Sub
sidiaries as at December 1, 1973 and the related consolidated statements of income (loss), retained
earnings and changes in financial position for the year (52 weeks) then ended. Our examination was
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the circum
stances. We did not examine the financial statements of the British subsidiaries, which statements
were examined by other public accountants whose report thereon has been furnished to us and our
opinion expressed herein, insofar as it relates to the amounts included for the British subsidiaries, is
based solely upon the report of the other public accountants. Such statements reflect total assets and
revenues of 7.4% and 4.8% respectively, of the related consolidated totals.
Pursuant to Opinion No. 30 of the Accounting Principles Board of the American Institute of
Certified Public Accountants, the Company included gains from sales of properties in 1973 in deter
mining income before extraordinary items, whereas such net gains were presented as an extraordi
nary item in 1972 (see Note 17).
In our opinion, based upon our examination and the reports of other public accountants, the
above-mentioned financial statements present fairly the consolidated financial position of Universal
Container Corporation and Subsidiaries as at December 1, 1973 and the consolidated results of their
operations and changes in financial position for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the preceding year, except for
the change, with which we concur, in the method of presenting gains and losses from sales of proper
ties discussed in the preceding paragraph.
IU INTERNATIONAL CORPORATION
Statement of Income
Sales, revenues and other income (note 3)
Costs and expenses:
Cost of products sold and other operating costs and
expenses, excluding depreciation and amortization
Selling, general and administrative expenses,
excluding depreciation and amortization
Depreciation and amortization
Interest and debt expense (note 2)
Income taxes (note 10)
Minority interests
Income before extraordinary item
Extraordinary item (note 3)
Net income
Page I 52

Years ended December 31,
1972
1973
$1,234,130
$1,548,559

1,110,116

876,286

196,186
66,285
60,942
32,514
8,659
1,474,702
73,857
—
73,857

166,867
59,145
39,537
23,586
8,717
1,174,138
59,992
684
60,676

Notes to Financial Statements
Income Presentation
As required by Opinion No. 30, adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the Corporation has changed its criteria for the
types of items to be included in determining income before extraordinary items in the statement of
consolidated income. In 1973, transactions of the type as summarized below were included in deter
mining income before extraordinary items, in conformity with the newly-issued Opinion. The Opinion
prohibits restating the 1972 financial statements. Had the Opinion been in effect for 1972, net income
would have been the same, but income before extraordinary item would have been $60,676,000 ($1.90
per average common and common equivalent share) rather than the $59,992,000 ($1.88 per average
common and common equivalent share) as reported.
Included in other income are the following significant items:
1973
1972
Interest and dividends
$ 8,083,000
$8,880,000
Gain on ships sold
650,000
5,489,000
Excess of insurance proceeds over carrying value of lost vessel
16,617,000
—
Gain on sales or exchange of securities and other investments
5,764,000
—
Provision for loss on disposition of subsidiaries
and certain other assets
(6,792,000)
—
Writedown of land held for sale or development
(7,980,000)
—
During 1973 a vessel owned by a subsidiary sank at a time it was not carrying oil. Insurance
proceeds resulted in a gain of $16,617,000, which after a provision for additional income taxes on
foreign operations of $7,976,000 resulted in a net gain of $8,641,000.
The gain on sales or exchange of securities and other investments arose principally from an
exchange of a portion of the Corporation’s investment in the preferred stock of a subsidiary for
common shares of the Corporation. The gain in the amount of $5,208,000 was substantially free of
income taxation. The investment in Chemical Leaman Tank Lines common stock and certain other
investments were also disposed of, resulting in a net gain of $556,000 after application of reserves
provided in prior years. A provision of $6,792,000 was made during 1973 for anticipated losses on the
disposition of certain subsidiaries and other assets. Tax benefits of $745,000 were recorded on these
transactions.
In December 1973 certain land held for sale or development was reappraised based on the
Corporation’s current plan for disposition of such property, and accordingly the carrying value thereof
was reduced by $7,980,000. No carrying costs were added to the basis of this property in 1973 in
accordance with the revised plan of disposition. Recoverable income taxes of $2,190,000 were recorded
in connection with this reappraisal.
During 1972 the Corporation sold a portion of its investment in common stock of Continental
Telephone Corporation and exchanged the remainder of its investment for all the outstanding shares
of $4.40 Voting Preferred Stock of GWC Incorporated, a subsidiary, and disposed of certain other
miscellaneous investments resulting in a gain of approximately $9,645,000, net of tax of $9,705,000,
after application of reserves provided in prior years. A provision of $8,961,000, net of related tax
benefit of $3,680,000, was made during 1972 for anticipated losses on disposition of certain sub
sidiaries, noncurrent assets, and other investments resulting in a net gain of $684,000. This gain was
reflected as an extraordinary item in 1972 as recurring material gains or losses from such sources at
that time were not anticipated in the future.
Auditor’s Opinion
The Board of Directors and Shareholders
IU International Corporation
Wilmington, Delaware
We have examined the consolidated balance sheets of IU International Corporation (a Maryland
corporation) and subsidiaries as of December 31, 1973 and 1972 and the related consolidated state
ments of income, additional paid-in capital, retained earnings, and changes in financial position for the
years then ended. Our examination was made in accordance with generally accepted auditing stand
ards, and accordingly included such tests of the accounting records and such other auditing procedures
as we considered necessary in the circumstances. We did not examine the financial statements of
certain consolidated subsidiaries, which statements reflect total assets constituting 4.9% and 5.0%,
and sales and revenues constituting 5.1% and 6.9%, respectively, of the related consolidated totals for
the years ended December 31, 1973 and 1972. These statements were examined by other auditors
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whose reports thereon have been furnished to us and our opinion expressed herein, insofar as it
relates to the amounts included for such companies, is based solely upon the reports of the other
auditors.
In our opinion, based upon our examination and the reports of other auditors, the aforementioned
consolidated financial statements present fairly the financial position of IU International Corporation
and subsidiaries at December 31, 1973 and 1972, and the results of their operations and changes in
their financial position for the years then ended, in conformity with generally accepted accounting
principles which, except for the change, with which we concur, in the method of determining income
before extraordinary items as required by Accounting Principles Board Opinion No. 30 and as de
scribed in note 3 to the financial statements, have been applied on a consistent basis.
AMERON INC
Statement of Income
Sales
Costs and expenses
Cost of sales
General and administrative expense

Other income (expense)
Equity in earnings of Gifford-Hill-American, Inc.,
a 50% owned company (Note 2)
Other income from affiliates (Note 3)
Interest
Gain on land sales
Provision for costs and possible losses on
pending litigation (Note 6)
Miscellaneous (net)
Income before federal income taxes
Federal income taxes (Note 12)
Income before extraordinary items
Extraordinary items, net of taxes (Note 10)
Net income

Years ended November 30,
1972
1973
$129,021
$157,468
122,462
24,494
146,957
10,511

99,137
22,422
121,560
7,460

869
502
(2,592)
632

1,573
402
(2,145)

(800)
364
(1,022)
9,488
3,950
5,538

—
451
281
7,742
2,950
4,792
106
4,899

—

5,538

—

Notes to Financial Statements
Reporting Results of Operations
In 1972, extraordinary items were separately classified in the statement of income in conformity
with accounting principles then in effect. These transactions consisted of the net gain of $314,921
(after taxes of $135,000) on the sale of land in Okinawa, less a provision of $208,000 (after tax reduction
of $192,000) for loss on future abandonment or disposition of certain plant facilities.
The results of operations for 1973 have been reported in accordance with the provisions of the
recently-issued Opinion Number 30 of the Accounting Principles Board.
Auditor's Opinion
To the Shareholders and the Board of Directors
Ameron, Inc.
We have examined the consolidated balance sheet of Ameron, Inc. (a California corporation) and
subsidiaries as of November 30, 1973 and 1972, and the related statements of income, surplus, and
changes in financial position for the years then ended. Our examination was made in accordance with
generally accepted auditing standards, and accordingly included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances. We did not
examine the financial statements of Gifford-Hill-American, Inc. (see Note 2), the investment in which
is recorded under the equity method of accounting. These statements were examined by other au
ditors whose report thereon has been furnished to us and our opinion expressed herein, insofar as it
relates to the amounts included for this company, is based in part on the report of the other auditors.
As recommended by Opinion No. 30, adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the Company has changed its criteria for the
types of items to be included in determining income before extraordinary items in the statement of
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income. Certain types of items were presented in 1972 as extraordinary items in conformity with
accounting principles then generally accepted, and in 1973 were included in determining income before
extraordinary items in conformity with the newly-issued Opinion. The Opinion prohibits restating the
1972 financial statements. Had the Opinion been in effect for 1972, net income would have been the
same, but income before extraordinary items would have been $4,899,422 ($2.15 per share).
In our opinion, based upon our examination and the report of other auditors referred to above, the
accompanying financial statements present fairly the financial position of Ameron, Inc. and sub
sidiaries as of November 30, 1973 and 1972, and the results of their operations and changes in their
financial position for the years then ended, in conformity with generally accepted accounting princi
ples which, except for the change (with which we concur) in the method of determining income before
extraordinary items discussed in the preceding paragraph, were applied on a consistent basis during
the periods.

PACIFIC FAR EAST LINE, INC.
Statement of Income
Provision for loss on disposal of vessels,
net of gains (note 6)
Loss before income taxes
Credit (provision) for income taxes (note 8):
Current
Deferred
Loss before extraordinary item
Loss on sale of vessels (note 5)
Net loss (note 4)

Years ended December 31,
1972
1973
1,714
25,937
(19,019)
(2)
42
40
(18,978)
—

(18,978)

21,329
(4,660)
1,149
(297)
852
(3,808)
(483)
(4,291)

Notes to Financial Statements
Vessels
In accordance with Opinion 30 of the Accounting Principles Board of the American Institute of
Certified Public Accountants, the net provision for loss on disposition of ships in 1973 is excluded from
being classified as extraordinary, whereas in 1972 such net loss was classified as an extraordinary
item. Had the opinion been in effect for 1972 the net loss for 1972 would have been the same, but the
net loss before extraordinary items would have been $4,291,377 ($4.63 per share).
Auditor's Opinion
The Stockholders and Board of Directors
Pacific Far East Line, Inc.
We have examined the consolidated balance sheets of Pacific Far East Line, Inc. and subsidiaries
as of December 31, 1973 and 1972 and the related consolidated statements of operations and retained
earnings and changes in financial position for the years then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circum
stances.
The accompanying financial statements have been prepared in conformity with generally ac
cepted accounting principles which contemplate continuation of the Company as a going concern;
however, the Company has: (1) sustained substantial operating losses during the last two years; (2)
current liabilities exceeding current assets at December 31, 1973; (3) had difficulty in meeting debt
servicing requirements; and (4) experienced operating problems common to the industry and repeti
tive mechanical problems with its LASH fleet. Continuation as a going concern is dependent upon
future profitable operations and obtaining additional sources of working capital as more fully ex
plained in note 2.
As indicated in note 6, action is being taken to sell certain assets; however, it is not possible to
determine the extent of loss, if any, which might be incurred as a result of such sales.
In our opinion, subject to the matters referred to in the two preceding paragraphs, the aforemen
tioned consolidated financial statements present fairly the financial position of Pacific F ar East Line,
Inc. and subsidiaries at December 31, 1973 and 1972 and the results of their operations and changes in
their financial position for the years then ended, in conformity with generally accepted accounting
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principles which, except for the change, with which we concur, in the method of determining income
before extraordinary items, discussed in note 5 is the consolidated financial statements, have been
applied on a consistent basis.

GETTY OIL COMPANY
Including Getty Oil Company and wholly owned subsidiaries, certain affiliates, and 100 percent of
Mission Corporation and Skelly Oil Company
Years ended December 31,
Statement of Income
1972
1973
Revenues
Sales, including excise taxes, and other
$1,540,865
$1,740,940
operating revenue - Note 9
22,388
20,758
Dividends, interest and other income
1,563,253
1,761,698
Costs and expenses
879,410
980,637
Product and material costs, including operating expenses
Exploratory costs, including dry holes, lease rentals
86,614
107,289
and undeveloped lease amortization
119,720
106,840
Selling, general and administrative expenses
259,111
272,166
Taxes, including income taxes—Note 9
122,302
134,429
Depreciation and depletion
6,479
10,484
Interest expense
1,473,636
1,611,845
89,617
Income before minority interest and extraordinary items
149,853
Less minority interest in income of consolidated
subsidiaries—Note 2
(13,484)
(14,821)
76,133
Income before extraordinary items
135,032
5,041
Extraordinary items—Note 3
7,205
$ 81,174
Net Income
$ 142,237

Notes to Financial Statements
Summary of Accounting Policies
Disposal of Property, Plant and Equipment
The cost of properties retired, or otherwise disposed of, is removed from the property accounts.
Material gains or losses on complete dispositions of major property units are reflected in operating
income which, prior to adoption of APB Opinion No. 30, effective September 30, 1973, were treated as
extraordinary items. Minor gains or losses on dispositions of oil and gas properties generally are
treated as adjustments to the reserve accounts. Minor gains or losses on disposition of other property,
plant and equipment are reflected in operating income, and partial dispositions are treated as adjust
ments to the reserve accounts.
Extraordinary Items
Extraordinary items included in net income in 1973 and 1972 are:
1973
1972
(In thousands)
Gain on sale of investments and property, less applicable
income taxes of $5,711,000 in 1973 and
$2,128,000 in 1972
Reduction in income taxes otherwise payable (Note 1)
Write-off of unamortized goodwill applicable to investment in
Nuclear Fuel Services, Inc., net of minority interest
Provision for anticipated future losses in the book value of
certain assets of Nuclear Fuel Services, Inc. less
applicable income taxes of $7,981,000 and minority interest
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$6,022
1,183
—
—
$7,205

$14,301
8,853
(6,613)
(11,500)
$ 5,041

UNION CARBIDE CORPORATION
Statement of Income
Income from operations
Other income—net
Less: interest on long- and short-term debt
Income before provision for income taxes
Provision for income taxes
Current
Deferred
Total
Income before minority stockholders’ share of income and
UCC share of income of companies carried at equity
Less: minority stockholders’ share of income
Plus: UCC share of income of companies carried at equity
Income before extraordinary items
Extraordinary items—net of tax
Net income

Year ended December 31,
1973
1972
598.6
435.6
10.3
5.6
60.6
56.1
548.3
385.1
219.5
24.4
243.9

143.9
19.6
163.5

304.4
24.5
279.9
11.0
290.9

221.6
18.0
203.6
3.8
207.4
(2.2)
205.2

—

290.9

Certain 1972 expenses have been reclassified to conform with the 1973 presentation. In accord
ance with Opinion 30 of the Accounting Principles Board of the American Institute of Certified Public
Accountants, 1973 nonrecurring gains and losses have been included in Other Income—Net and
similar items reported as Extraordinary in 1972 have not been restated. For details, see Note 10 on
page 18.
Notes to Financial Statements
Other Income—Net and Extraordinary Items
Other Income—Net in 1973 includes a loss of $33.6 million ($23.2 million after tax, or $0.38 per
share) resulting from abnormal property retirements at Cubatao, Brazil, income of $7.0 million ($3.6
million after tax, or $0.06 per share) from recovery of damages under patent litigation, and a gain of
$6.5 million ($5.9 million after tax, or $0.10 per share) resulting from the sale of assets of a subsidiary
in the United Kingdom. The account also includes investment income of $33.7 million principally from
short-term investments.
Extraordinary items in 1972 consist of (a) nonrecurring net gains aggregating $6.7 million (after
applicable tax of $3.6 million), or $0.11 per share, resulting from sales of businesses and other
property and (b) nonrecurring net charges of $8.9 million (after applicable tax of $5.3 million), or $0.15
per share, resulting principally from abnormal property retirements.
TEJON RANCH CO.
Statement of Income
Income from operations
Other income:
Condemnation settlement and sales of land—Note J
Interest and other income
Income before income taxes and extraordinary credits
Taxes on income—Note K
Income before extraordinary credits
Extraordinary credits less income tax—Note J
Net income

Year ended December 31,
1973
1972
$2,013
$1,726
767
375
$1,142
2,868
1,126
$1,742
—
$1,742

_
301
$ 301
2,314
1,150
$1,164
752
$1,916

Notes to Financial Statements
Extraordinary Credits and Accounting Change
The gains on condemnation settlement and sale of assets to Tejon Agricultural Partners of
$752,125 in 1972 are presented as extraordinary credits in conformity with accounting principles then
generally accepted. In 1973 a $319,564 gain on condemnation and a $447,515 gain on land sales are
included in income before extraordinary credits in conformity with Accounting Principles Board
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Opinion No. 30. In accordance with the Opinion, the 1972 income statement cannot be restated. Had
the Opinion been in effect in 1972, net income would have been the same, but income before extraordi
nary credits would have been $1,976,663 ($1.53 per share).
Extraordinary credits in 1972 consist of the following:
Condemnation settlements, less income tax of $67,904
$132,096
Sale of certain farm assets to Tejon Agricultural Partners,
less income tax of $357,804 (see Note D)
620,029
$752,125
Auditor’s Opinion
Board of Directors
Tejon Ranch Co.
Los Angeles, California
We have examined the statement of consolidated financial position of Tejon Ranch Co. and
subsidiaries as of December 31, 1973 and 1972, and the related statements of consolidated income,
stockholders’ equity, and changes in financial position for the two years then ended. Our examinations
were made in accordance with generally accepted auditing standards, and accordingly included such
tests of the accounting records and such other auditing procedures as we consider necessary in the
circumstances. The financial statements used as the basis for recording the Company’s equity in Tejon
Agricultural Partners referred to in Note D were examined by other auditors whose report was
furnished to us. Our opinion expressed herein, insofar as it relates to the Company’s equity in net
assets of the partnership, is based solely on the report of the other auditors.
In our opinion, based upon our examination and the report of the other auditors, the accompany
ing statements identified above present fairly the consolidated financial position of Tejon Ranch Co.
and subsidiaries at December 31, 1973 and 1972, and the consolidated results of their operations,
changes in stockholders’ equity, and changes in financial position for the two years then ended, in
conformity with generally accepted accounting principles consistently applied during the period ex
cept for the change, with which we concur, in the method of determining income before extraordinary
items as discussed in Note J.

SELAS CORPORATION OF AMERICA
Statement of Income
Sales, net
Cost of sales
Gross profit
Selling, general and administrative expense
Operating income (loss)
Dividends received from and gain on sale of investment in
Selas of America (Nederland) N. V.—note 1
Other income and expense, net—note 6
Income (loss) before income taxes and extraordinary items
Domestic and foreign income taxes (benefit)—note 7
Current
Deferred
Income (loss) before extraordinary items (per common
share $.89 and $ (.03)—note 10)
Gain on disposition of property, plant and equipment
of subsidiary, net of taxes, $76,742
(per common share $. 10)—note 8
Tax credit from prior year loss carryforward (per
common share $.07)—note 8
Net income
*Reclassified to conform to current year presentation
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Years ended December 31,
1972*
1973
$17,576
$23,223
13,840
17,436
3,735
5,787
4,054
4,960
(318)
826
691
215
907
1,733
770
(39)
730
1,002

189
3
192
(126)
(64)
(32)
(97)
(29)

113
80
1,083

—
84

Notes to Financial Statements
Extraordinary Items
As required by Opinion No. 30 adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the Company has changed its criteria for the
types of items to be included in determining income before extraordinary items in the statement of
income. In 1972, the Company disposed of certain property, plant and equipment and the resulting
gain was shown in the statement of income as an extraordinary item in conformity with accounting
principles then generally accepted. In 1973, transactions of a similar type have been included in
determining income before extraordinary items, in conformity with the recently issued Opinion. Had
the Opinion been in effect for 1972, net income and earnings per share would have been the same but
no extraordinary item would have been recorded.
Auditor’s Opinion
To the Board of Directors and Shareholders
Selas Corporation of America
We have examined the consolidated balance sheet of Selas Corporaiton of America and sub
sidiaries as of December 31, 1973 and 1972, and the related consolidated statements of income and
retained earnings and changes in financial position for the years then ended. Our examination was
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the circum
stances.
In our opinion, such financial statements present fairly the financial position of Selas Corporation
of America and Subsidiaries at December 31, 1973 and 1972, and the results of their operations and
changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles which, except for the change, with which we concur, in the method of determin
ing income before extraordinary items discussed in note 8, have been applied on a consistent basis.
SALE OF INVESTM ENT
AMERICAN SMELTING AND REFINING COMPANY
Statement of Income

Sales of products and services
Costs of products and services—exclusive of
items deducted separately below
Equity in earnings of non-consolidated associated
companies (note 4)
Dividends, interest and miscellaneous income
Unusual items (note 11)
Deductions:
Research and exploration expenses
Selling, administrative and miscellaneous expenses
Depreciation and depletion
Interest expense
Earnings before U.S. and Foreign Taxes on Income
U.S. and Foreign Taxes on Income (note 12)
Net earnings

Years ended December 31,
1972
1973
(restated)
$1,068,439
$814,345
954,464
113,975

732,776
81,569

85,105
6,852
2,022
207,954

30,908
4,628
—
117,105

10,235
25,345
26,801
8,853
71,234
136,720
23,364
$ 113,356

9,546
22,551
23,928
5,222
61,247
55,858
8,974
$ 46,884

Notes to Financial Statements
Investments
(a) M.I.M. Holdings Limited—During 1973 Asarco decreased its ownership by the sale of
10,700,000 shares. The gain from the sale is reported in the statement of earnings under the caption
“Unusual Items”. Commencing in 1973, sales of MIM products shipped for which pricing has not been
finalized are recorded as sales at estimated prices. Previously MIM recognized sales only when prices
were firm. This change increased MIM’s net earnings for the year ended December 1973 by
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$12,272,000 and Asarco’s share by $4,209,000 after applicable deferred income tax provision.
Unusual items consists of (1) provision for estimated loss to be incurred on closing the Baltimore
copper refinery after 1975 and the Amarillo zinc plant in mid-1975 ($19,700,000), and (2) gain on sale of
10,700,000 shares of M.I.M. Holdings Limited stock ($21,722,000).
FIRST CHARTER FINANCIAL CORPORATION
Statement of Income
Earnings before loss on security transaction and State
and Federal taxes on income
Loss on security transaction (Note 9)
Earnings Before State and Federal Taxes on Income
California franchise taxes (Note 6)
Federal taxes on income (including $3,134,000 (1973) and
$3,804,000 (1972) provision for deferred taxes (Note 6)
Net earnings

Year ended December 31,
1972
1973
$73,347
(18,018)
$55,329
6,699

$70,276

12,714
$35,916

15,834
$46,555

—

$70,276
7,887

Notes to Financial Statements
Loss on Security Transaction
In December, 1973, the Association evaluated the current and anticipated future benefits and
decided to sell its portfolio of long-term U.S. Government Bonds. This sale resulted in a loss of
approximately $18,018,000. This loss, however, reduced California Franchise taxes by $2,191,000 and
Federal income taxes which would otherwise have been payable by $4,282,000. The net loss on the
transaction amounted to approximately $11,545,000 or $.45 per share.
This transaction has not been reported as an extraordinary item under a strict interpretation of
opinion No. 30 of the Accounting Principles Board which is effective for transactions after September
30, 1973.
FIRST LINCOLN FINANCIAL CORPORATION
Statement of Income
Earnings before other income (expense)
Other income (expense):
Real estate operations (note 10)
Gain on sale of stock held for investment (note 1)
Earnings before taxes on income
Taxes on income (note 7):
Current-offset by extraordinary tax benefit in 1972 (note 11)
Deferred
Earnings from continuing operations
Discontinued operations (note 14):
Equity in net loss from operations of subsidiary bank
Loss on sale of subsidiary bank after taxes of
$330,000 ($27,000 current) (note 7)
Earnings before extraordinary items
Extraordinary items, net of taxes (notes 1 and 11)
Net earnings

Year ended December 31,
1972
1973
2,587
2,427
(301)
167
(134)
2,293

(723)
—

(723)
1,864

788
788
1,505

549
46
595
1,269

(80)

(184)

—

(117)
(197)
1,308
—

$1,308

—

(184)
1,085
511
1,596

Notes to Financial Statements
Summary of Accounting Policies
Comparative Figures—Accounting Principles Board Opinion No. 30 (adopted in 1973 by the
American Institute of Certified Public Accountants) changed the criteria for the types of items to be
included in determining earnings before extraordinary items in the consolidated statement of opera
tions. Accordingly, the gain on the 1973 sale of stock held for investment has been included in earnings
from continuing operations. The Opinion prohibits reclassifying the extraordinary items reported in
the 1972 financial statements. Had the Opinion been in effect in 1972, net earnings would have been
the same but earnings from continuing operations would have been $1,549,000 ($0.61 per share). See
notes 11 and 14.
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Extraordinary Items.
1973
Gain on sale of stock held for investment, net of
current taxes of $96,000
Loss resulting from the February 9, 1971 earthquake,
discovered in 1972, less current tax benefit of $35,000
Interest on tax refund for years 1963 through 1971,
net of current taxes of $65,000
Litigation settlement, net of current taxes of $45,000
Tax benefit from use of net operating loss
carryforward. See note 7

INTERNATIONAL MINING CORPORATION
Statement of Income
Revenues:
Production of metals
Marine terminal operations
Gain (loss) on sales of securities, real estate
and metal futures
Dividends and other income
Costs and expenses:
Cost of metal production
Marine terminal operations
Administrative and general expenses
Depreciation and depletion
Interest
Exploration expense

Provision for taxes on income
Equity in earnings:
Affiliated companies
Majority-owned subsidiaries
Income (loss) before extraordinary gains
Extraordinary gains
Net income (loss)

$ -

1972
88

—

(422)

—
—

153
39

—
$ -

653
511

Year ended December 31,
1972
1973
$ 9,910
13,780

$ 6,744
10,785

1,059
371
25,123

(1,177)
365
16,717

7,966
11,694
881
930
983
89
22,546
2,576
399
2,177

6,444
9,466
667
994
884
149
18,606
(1,888)
5
(1,893)

1,659
1,245
5,083
—
5,083

557
681
(655)
401
(253)

Notes to Financial Statements
Extraordinary Gains
Extraordinary gains in 1972 consist of $535,000 representing the excess of insurance proceeds
received over the cost of property destroyed in a fire, and a gain of $49,000 on the sale of shares of
Pato Consolidated Gold Dredging Limited, less income taxes of $182,000.
In 1973, gains of $267,000 on the sale of shares of Pato Consolidated Gold Dredging Limited are
included in Gain (loss) on sales of securities, real estate and metal futures in compliance with Account
ing Principles Board Opinion No. 30.
LYKES-YOUNGSTOWN CORPORATION
Statement of Income
Sales and Other Revenues
Net sales of products
Vessel revenues
Interest, dividends and other income
Gains on sales of investments (Note 2)
Equity in earnings of affiliated companies (Note 4)

Year ended December 31,
1973
1972
$1,091,836
139,959
17,079
7,593
3,649
1,260,116

$ 878,737
120,736
16,635
—

2,822
1,018,930
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Year ended December 31
1973
1972
Costs and Expenses
Cost of products sold (Note 2)
Vessel operating expenses, net of
operating-differential subsidy (Note 8)
Depreciation, amortization and depletion (Note 2)
Selling and administrative expenses
Interest (Note 12)
Income before taxes, extraordinary item and cumulative
effect of accounting change
Provision for income taxes (Note 7)
Income before extraordinary item and cumulative
effect of accounting change
Extraordinary item—gain on sale of investment,
less income tax of $2,447,000 (Note 2)
Cumulative effect on prior years of an accounting change,
less income tax effect of $4,040,000 (Note 2)
Net income for the year

952,249

760,684

106,689
61,832
72,851
40,039
1,233,660

89,796
50,772
65,331
35,455
1,002,038

26,456
1,600

16,892
(688)

24,856

17,580
8,018

—
$

11,552
36,408

—

$

25,598

Notes to Financial Statements
Accounting Changes
As to Presentation
Criteria for the types of items included in determining income before extraordinary items in the
statement of income has been changed, pursuant to Opinion No. 30, adopted in 1973 by the Accounting
Principles Board of the American Institute of Certified Public Accountants. In 1972 the Company sold
an investment and presented the gain of $8,018,000 net of income taxes, as an extraordinary item in
conformity with accounting principles then generally accepted. In 1973 two transactions of this same
type were included in determining income before extraordinary item, in conformity with the newly
issued opinion; gains of $7,593,000 on the sales of investments were included in the determination of
income before extraordinary item. The opinion prohibits restating the 1972 financial statements. Had
the opinion been in effect for 1972, net income would have been the same, but income before extraor
dinary item would have been greater by $8,018,000 ($.90 per share).

Auditor’s Opinion
To the Board of Directors and Stockholders
Lykes-Youngstown Corporation
We have examined the consolidated balance sheet of Lykes-Youngstown Corporation and its
subsidiaries as of December 31, 1973 and 1972 and the related consolidated statements of income,
retained earnings and changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the circum
stances.
As described in Note 2, in 1973 the Company changed its methods of accounting for blast furnace
relining and rehabilitation expenditures and newly acquired steel mill rolls, and in 1972, its method of
accounting for certain steel-making supplies. Pursuant to recent pronouncements by the accounting
profession the 1973 financial statements reflect changed criteria for the types of items to be included in
determining income before extraordinary items in the statement of income.
In our opinion, the accompanying consolidated financial statements examined by us present fairly
the financial position of Lykes-Youngstown Corporation and its subsidiaries at December 31, 1973 and
1972, the results of their operations and the changes in financial position for the years then ended, in
conformity with generally accepted accounting principles consistently applied except for the changes
made in 1973 and 1972 as mentioned in the preceding paragraph, with which we concur, and as fully
explained in Note 2 to the financial statements.
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NATIONAL INDUSTRIES, INC.
Statement of Income
Income:
Net sales and operating revenues
Concession, service and other income
Gain on sale of investment (Note A-7)
Costs and Expenses:
Cost of goods sold and operating expenses
Selling, general and administrative
Interest
Provision for loss (Notes A-7 and B)
Income from continuing operations before items shown below
Income taxes (Notes A-4 and I)
Minority interest
Income from continuing operations
Loss of discontinued operations net of income taxes and
minority interest (Note B)
Income from operations
Extraordinary items (Note J)
Net income

Year ended December 31,
1972
1973
$540,685
4,477
1,610
546,772

$447,922
4,809

449,813
73,948
7,978
1,285
533,024
13,748
6,910
6,838
398
6,440

368,002
70,785
7,111

—

6,440
(363)
$ 6,077

—

452,731

—

445,898
6,833
3,098
3,735
447
3,288
(166)
3,122
159
$ 3,281

Notes to Financial Statements
Summary of Significant Accounting Policies
Change in Accounting Presentation for Certain Items. As required by Accounting Principles
Board Opinion No. 30 adopted in 1973, National has changed its methods of presenting the gain on sale
of an investment, and the provision for possible loss on notes receivable and guarantees. Similar items
(and other items) were presented in 1972 as extraordinary items, in conformity with the accounting
principles then generally accepted, and in 1973 were included in determining income from operations,
before extraordinary items. The opinion prohibits restating the 1972 financial statements. Had the
opinion been in effect for 1972, net income would have been the same but income from operations
would have been $3,281,000 or $.26 per share.
Extraordinary Items:
(Loss) on sale of investments in subsidiaries and sundry
assets, less related federal income taxes ($577,000)
Gain on sale in public offering of common stock and warrants
of National Recreation Products, Inc., less related
federal income taxes ($1,787,000)
Additional reserve established in 1973 (original reserve
established in a prior year), based on revision of
estimated future costs and losses on disposition of assets
of a business, less related federal income taxes ($335,000)
Less minority interest in extraordinary income of
a subsidiary
Total Extraordinary Items (loss)

1973

1972

$ —

$(294,000)

—

552,000

(363,000)
(363,000)

—
258,000

—
$(363,000)

99,000
$ 159,000

Auditor’s Opinion
Board of Directors
National Industries, Inc.
Louisville, Kentucky
We have examined the consolidated balance sheet of National Industries, Inc. and subsidiaries as
of December 31, 1973 and 1972, and the related statements of income, stockholders’ equity, and
changes in financial position for the years then ended. Our examination was made in accordance with
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generally accepted auditing standards, and accordingly included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances. We did not
examine the consolidated financial statements of NII Metals Services, Inc. and subsidiaries, which
statements reflect total assets, income and net income constituting 8.8%, 14.1%, and 32.1% in 1973,
and 13.1%, 11.4%, and 23.3% in 1972, respectively, of the related consolidated totals. These state
ments were examined by other independent accountants whose reports thereon have been furnished
to us, and our opinion expressed herein insofar as it relates to the amounts included for such company
is based solely upon the report of the other independent accountants.
In our opinion, based upon our examination and the aforementioned report of other independent
accountants, subject to the realization of certain notes receivable and the removal of the contingencies
as discussed in Note C, the aforementioned consolidated financial statements present fairly the finan
cial position of National Industries, Inc. and subsidiaries at December 31, 1973 and 1972, and the
results of their operations and the changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles which, except for the change (with which we
concur) discussed in Note A-7, have been consistently applied.
PACIFIC TIN CONSOLIDATED CORPORATION
Statement of Income

Other income (deductions):
Interest and dividends
Equity in net income of investees (Note 3)
Loss on disposal of Sichon Mines (Note 5)
Other, net
Income before provision for taxes on income
Provision for taxes on income (Note 6):
Federal
State
Foreign
Income before extraordinary item
Extraordinary item, less applicable income taxes
of $95,000 (Note 7)
Net income

For the years ended
December 31
1972
1973
220
336
(405)
254
406
3,066

161
92
110
363
2,549

196
39
969
1,204
1,861

342
39
629
1,010
1,538

—
1,861

(602)
936

Notes to Financial Statements
Deferred Mine Development—Sichon Mines
In 1972, the Company entered into an unincorporated joint venture under the name of Sichon
Mines to develop mining properties in Thailand. The venture was terminated in 1973 and the related
loss is reflected in the income statement.
Extraordinary Item:
In January 1973, Camborne Mines Limited (22% owned at the time) decided to cease operations at
its tin mine and mill because of unsatisfactory performance and lack of reasonable prospects for
improvement in the near future. A receiver was appointed who maintained the operations on a
standby basis while endeavoring to dispose of the property. The investment in Camborne ($542,160)
was written off and reflected as an extraordinary item in the 1972 income statement along with a
provision of $155,000 for guarantees of Camborne loans less related income tax effect of $95,000, of
which $74,000 was deferred, resulting principally from the deductibility of only a portion of the loss at
ordinary rates.
As described in the preceding paragraph, the Camborne loss was presented in 1972 as an extraor
dinary item, in conformity with the accounting principles then generally accepted. In 1973, the
Accounting Principles Board issued Opinion No. 30, and in accordance therewith, the Company
changed its method of presenting losses of this type so that the Sichon 1973 loss described in Note 5 is
not presented as an extraordinary item. The Opinion prohibits restating the 1972 financial statements.
Had the Opinion been in effect for 1972, net income would have been the same, but there would have
been no extraordinary item.
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Auditor’s Opinion
To the Board of Directors
Pacific Tin Consolidated Corporation
We have examined the consolidated balance sheet of Pacific Tin Consolidated Corporation and
Subsidiary as of December 31, 1973 and the related consolidated statements of income and retained
earnings and of changes in financial position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circum
stances. We previously examined and reported upon the consolidated financial statements for the year
1972. We did not examine the financial statements of the subsidiary, which statements reflect total
assets and revenues constituting 46% and 56%, respectively, of the related consolidated totals in 1973
and 48% and 58%, respectively, in 1972. These statements were examined by other auditors whose
report thereon has been furnished to us and our opinion expressed herein, insofar as it relates to the
amounts included for the subsidiary, is based solely upon the report of the other auditors.
In our opinion, based upon our examination and the report of the other auditors, the aforemen
tioned financial statements present fairly the consolidated financial position of Pacific Tin Consoli
dated Corporation and subsidiary at December 31, 1973 and 1972 and the consolidated results of their
operations and changes in their financial position for the years then ended, in conformity with gener
ally accepted accounting principles applied on a consistent basis except for the change, with which we
concur, in the method of presenting certain investment losses as described in Note 7 to the financial
statements.

RECOGNITION EQUIPMENT INCORPORATED
Statement of Income
Operating income (loss)
Other income and (expense):
Interest income
Interest expense
Amortization of debt discount and issue expense
Gain on sale of portion of investment in Docutel Corporation
(Notes 2 and 5)
Write-down of investment in Datacraft Corporation
Gain on translation of foreign currencies
Other—net
Income before provision for income taxes, share of
loss of Corporation S, and extraordinary items
Provisions for income taxes and charge equivalent thereto
(Note 13):
Federal
State and foreign
Income before share of loss of Corporation S and
extraordinary items
Share of Corporation S loss before extraordinary items
(Note 4)
Less—Realization of intercompany profit on sales to
Corporation S, net of federal income tax of $235,000
Income (Loss) before extraordinary items
Extraordinary items:
Estimated income tax benefit from operating loss carryforwards
(Note 13)
Write-off of unamortized balance of goodwill (Note 3)
Gain on sale of portion of investment in Docutel Corporation
(Notes 2 and 5)
Share of extraordinary loss of Corporation S (Note 4)
Net income

Year ended October 31,
1972
1973
(592)
3,095
827
(1,795)
(205)

607
(2,081)
(209)

3,338
(622)
737
73

253
(297)

1,760

1,368

744
744

175
785
960

1,016

408

(886)

(1,063)

(886)
129

277
(785)
(377)

194

324

—
—

832
(197)
407
(322)
342
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Notes to Financial Statements
Change in Accounting for Extraordinary Items
The company has changed its reporting of the results of operations to comply with Opinion No. 30
of the Accounting Principles Board of the American Institute of Certified Public Accountants. As a
consequence, the results of certain transactions which occurred during the current year have been
included in income before extraordinary items, whereas such transactions would have been reported
as extraordinary items prior to this change. The principal item in this category is the gain of
$3,338,845 from the sale of a portion of the investment in Docutel Corporation.
Opinion No. 30 prohibits restating the results of operations for 1972. If Opinion No. 30 had been in
effect for 1972, the gain of $407,408 from the sale in that year of a portion of the investment in Docutel
Corporation and the effect of certain other items would have been included in income before extraor
dinary items. On that basis, 1972 results, in thousands of dollars, would have been as follows:

(Loss) before extraordinary item
Estimated income tax benefit from operating loss carryforwards
Net income for the year
Per common share and common share equivalent:
(Loss) before extraordinary item
Extraordinary item
Net income

($490)
832
$342
($.10)
.17
$.07

Investment in Docutel Corporation
During 1970, the company sold 627,565 shares of its total holdings of 686,000 shares in Docutel
Corporation for cash of $200,000 and a note in the amount of $1,200,000 (collected in December 1972),
and converted open account balances of $3,073,441 due from Docutel into a note, of which $913,970 was
collected in 1971. During 1973, the company received from a bank an irrevocable letter of credit which
is available to pay any portion of the balance of $2,159,471 unpaid by Docutel at maturity. The note
matures November 1, 1976 and bears interest at the greater of 7½ percent or a rate 1 percent over the
prime commercial rate of First National Bank in Dallas.
In addition to the notes, the remaining investment in Docutel at October 31, 1971, which com
prised 58,435 shares of common stock and warrants to purchase 89,179 shares of Docutel common
stock at $10 per share until November 1, 1976, was carried at $1. In 1972, 12,331 shares of the common
stock were sold for $407,408, and in 1973, 26,104 shares and all of the warrants were sold for
$3,338,845, all of which proceeds were recorded as gains in those years.

Auditor’s Opinion
To the Stockholders and Board of Directors of Recognition Equipment Incorporated:
We have examined the consolidated balance sheets of Recognition Equipment Incorporated and
its subsidiaries as of October 31, 1973 and 1972, and the related statements of consolidated income and
retained earnings (deficit) and of consolidated changes in financial position for the years then ended.
Our examinations were made in accordance with generally accepted auditing standards and accord
ingly included such tests of the accounting records and such other auditing procedures as we consi
dered necessary in the circumstances.
As required by Opinion No. 30, adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the company has changed the method of present
ing the gain on sales of portions of its investment in Docutel Corporation and certain other items (see
Note 2). Such gain and other items were presented in 1972 as extraordinary items, in conformity with
the accounting principles then generally accepted, and in 1973 were included in determining income
before extraordinary items, in conformity with the newly issued opinion. The opinion prohibits restat
ing the 1972 financial statements. Had the opinion been in effect for 1972, net income would have been
the same, but loss before extraordinary items would have been $490,000, or $.10 per share (see Note
2) .

As described in Note 14, the company and others are defendants in a lawsuit seeking damages as
a result of alleged violations of the Securities Exchange Act of 1934 and also has certain patent
matters under investigation.
In our opinion, subject to the effect, if any, of the matters referred to in the preceding paragraph,
the accompanying consolidated financial statements examined by us present fairly the financial posi
tion of Recognition Equipment Incorporated and its subsidiaries at October 31, 1973 and 1972 and the
results of their operations and changes in financial position for the years then ended, in conformity
with generally accepted accounting principles which, except for the change (with which we concur)
discussed in the second preceding paragraph, have been consistently applied.
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PULLMAN INCORPORATED
Statement of Income
Revenues
Sales of products and services
Interest and finance charges earned
Unusual items
Other income

Years ended December 31
1973
1972
$1,001,957
4,514
5,038
1,126
1,012,635

$758,713
3,887

885,212
65,743
10,937
961,892

681,902
51,450
7,379
740,731

50,743

22,330

24,624
(1,868)
22,756

8,567
1,026
9,593

27,987
(1,233)

12,737
(1,164)

9,943
(179)
36,518

7,429
(1,174)
$ 17,828

Expenses
Cost of sales
Administrative and selling
Interest
Income before provision for income taxes and
items shown separately below
Provision for income taxes:
Current
Deferred
Income before minority interest and equity in
earnings of related companies
Minority interest in income of consolidated subsidiaries
Equity in earnings (losses) of related companies:
Leasing and financing subsidiaries
50% or less owned companies
Net income

$

—

461
763,061

Notes to Financial Statements
Unusual Items
In the fourth quarter of 1973, the Corporation sold 15 per cent of its stock of Trailor, S.A., a
French subsidiary, on the Paris Bourse. Net proceeds from the sale were $7,048,000 and resulted in a
before tax gain of $5,508,000. At year end the Corporation continued to own 68 per cent of the stock of
Trailor. The sale was made in conjunction with two other shareholders to create a public market for
the Trailor shares to assist the company to expand within the European Common Market.
Surplus land owned by Canadian Trailmobile Limited was sold in April 1973 for $1,464,000 and a
before tax gain of $1,231,000.
The carrying value of the Corporation’s investment in Unimation, Inc. and related companies
during the fourth quarter of 1973 was reduced by $1,701,000.
The above unusual items totaling $5,038,000 are classified as revenues and increased net income
$3,263,000 or 45 cents per share.
SALE OF PART OF B U S IN E S S SEGMENT
BLOUNT, INC.
Statement of Income
Sales and revenues (Note 1)
Cost of sales and operating expenses
General and administrative expenses
Income from operations
Dividends and interest income
Other income, net
Interest on long-term debt
Other interest and financing costs
Income before provision for income taxes
Provision for income taxes (Note 5):
Current
Deferred (Note 1)
Net income

Years ended February 28,
1974
1973
$300,380
$230,243
275,426
211,020
17,820
13,205
6,018
7,134
984
443
539
733
7,000
8,851
910
799
1,354
631
2.264
1,430
5,570
6,587
2,366
571
2,937
$ 3,650

223
2,066
2,289
$ 3,281
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Notes to Financial Statements
Unusual or Infrequently Occurring Events:
The accompanying statements of income include pre-tax losses resulting from sale and abandon
ment of discontinued mobile and modular home facilities in the amounts of $1,084 and $358 for the
years ended February 28, 1974 and 1973, respectively.
The statement of income for the year ended February 28, 1973 includes $200 proceeds from
officer’s life insurance.
THE GRAND UNION COMPANY
Statement of Income

Operating income
Other (income) and expense:
Provision for store closings (note 10)
Write down of preferred stocks (note 8)
Dividend income on investments
Interest (income) expense, net
Other (income) expense, net
Income before income taxes and extraordinary items
Income taxes (notes 1 and 2)
Income before extraordinary items
Extraordinary items (note 10)
Net income

Fifty-two
Fifty-three
weeks ended weeks ended
Mar. 2, 1974 Mar. 3, 1973
15,789
14,974
9,039
1,864
(698)
1,946
(131)
12,019
2,954
645
2,309
—
2,309

_
—
(151)
(175)
439
112
15,676
6,685
8,991
612
8,379

Notes to Financial Statements
Extraordinary Items and Provision for Store Closings:
Subsequent to March 2, 1974 the Company decided to dispose of certain of the Grand Way general
merchandise units by sale or liquidation. It is expected that such dispositions will be effected during
fiscal 1974. Pursuant to Accounting Principles Board Opinion No. 30 (APB30), the estimated losses in
connection with these dispositions ($9,039,000) have been reflected as a separate item in income before
income taxes and extraordinary items.
Extraordinary items in fiscal 1972 consist of estimated losses of $1,120,000, net of income tax
benefit of $1,120,000, of which $920,000 is deferred, from the closing of five Grand Way general
merchandise units less a gain of $507,859 net of $217,654 income taxes, on the sale of 264,874 shares of
Mortgage Growth Investors. Had APB30, which prohibits restatement of prior years, been in effect
previously, reported net income for fiscal 1972 would have been the same, but income before extraor
dinary items would have been $7,871,554 ($1.22 per share).
Auditor's Opinion
To the Stockholders and Board of Directors,
The Grand Union Company, Elmwood Park, N.J.:
We have examined the consolidated balance sheet of The Grand Union Company and Subsidiaries
as of March 2, 1974 and the related statements of income and reinvested earnings and changes in
financial position for the fifty-two week period then ended. Our examination was made in accordance
with generally accepted auditing standards, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances. We
previously examined and reported upon the consolidated financial statements of the Company and
Subsidiaries for the fifty-three weeks ended March 3, 1973.
In our opinion, subject to the adjustment, if any, that may result from the future disposition of
certain general merchandise units described in Note 10, the aforementioned consolidated financial
statements present fairly the financial position of The Grand Union Company and Subsidiaries at
March 2, 1974 and March 3, 1973, and the results of their operations and the changes in their financial
position for the fifty-two and fifty-three week periods then ended, in conformity with generally
accepted accounting principles applied on a consistent basis except for the change with which we
concur, in the method of determining income before extraordinary items as described in Note 10 to the
financial statements.
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HARTE-HANKS NEWSPAPERS INC.
Statement of Income
Gain on sale of operating division—Note I
Income before income taxes and extraordinary items
Income taxes—Note D
Current
Deferred
Income before extraordinary items
Extraordinary items—Note G
Net income
Balance Sheet
Assets
Current assets
Cash (including certificates of deposit of $8,000,000 at
December 31, 1973)
Trade receivables, less allowance for doubtful accounts
(1973: $442,218; 1972: $398,071)
Receivables on sale of operating division—Note I
Inventories of newsprint and operating supplies
Prepaid expenses
Total current assets
Statement of Changes in Financial Position
Sources of working capital from operations
Income before extraordinary items
Add income charges not affecting working capital in the period
Provisions for depreciation and amortization excluding
goodwill amortization
Goodwill amortization
Deferred income taxes
Total from operations before extraordinary items
Extraordinary items
Total from operations
Proceeds on sale of operating division, less gain of $8,261,122
included in net income
Property, plant and equipment
Other assets and deferred charges

Years ended December 31,
1972
1973
12,286
—
8,652
23,204
9,163
331
9,495
13,709
—
$13,709

3,963
123
4,086
4,566
202
$4,768

December 31,
1972
1973

$11,132

$ 2,234

8,818
1,667
2,244
528
24,392

9,476
—

1,612
557
13,881

Years ended December 31,
1973
1972
$13,709

$4,566

2,142
859
215
16,926
—
16,926

1,686
591

4,612
277
4,889

—

6,844
202
7,046

—

—
—

Notes to Financial Statements
Extraordinary Items
The gain on sale of securities and other investment of $202,840, net of applicable income taxes of
$86,932, is presented as an extraordinary item in 1972 in conformity with accounting principles then
generally accepted. In 1973 a $12,286,421 gain on sale of an operating division is included in income
before income taxes and extraordinary items in conformity with Accounting Principles Board Opinion
No. 30. The Opinion prohibits restating the 1972 statement of consolidated income. Had the Opinion
been in effect for 1972, net income for 1972 would have been the same, but income before extraordi
nary items would have been $4,768,882 ($1.20 per share).
Gain on Sale of Operating Division
The Company sold the newspaper assets of the Express Publishing Company of San Antonio as of
December 1, 1973 for $18,000,000 cash and a receivable of $1,667,885. Included in the sale were the
San Antonio Express, a morning daily newspaper, and The News, an evening daily newspaper, with
approximately 150,000 combined circulation. Also published are the Saturday and Sunday Express
News combined dailies.
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Results of operations for the eleven months ending November 30, 1973 of the Express Publishing
Company included in the statement of consolidated income of the Company and the gain after tax from
the sale are summarized below:
Revenues
$14,551,970
Income before income taxes and gain on sale of assets
1,219,415
Gain on sale of assets, net of income taxes of $4,025,299
8,261,122
The effect of the sale on consolidated earnings per share is as follows:
Net income
Gain on sale of assets, net of income taxes
Income excluding gain on sale of assets

$3.16
1.90
$1.26

Auditor’s Opinion
Stockholders and Board of Directors
Harte-Hanks Newspapers, Inc. and Subsidiaries
San Antonio, Texas
We have examined the consolidated balance sheets of Harte-Hanks Newspapers, Inc. and sub
sidiaries as of December 31, 1973 and December 31, 1972 and the related statements of consolidated
income, changes in consolidated financial position, and consolidated stockholders’ equity for the years
then ended. Our examinations were made in accordance with generally accepted auditing standards,
and accordingly included such tests of the accounting records and such other auditing procedures as
we considered necessary in the circumstances.
In our opinion, the accompanying consolidated financial statements identified above present fairly
the consolidated financial position of Harte-Hanks Newspapers, Inc. and subsidiaries at December 31,
1973 and December 31, 1972, and the consolidated results of their operations, changes in financial
position and changes in stockholders’ equity for the years then ended in conformity with generally
accepted accounting principles applied on a consistent basis except for the change, with which we
concur, in the method of determining income before extraordinary items as described in Note G.
OLD FORT INDUSTRIES, INC.
Statement of Income
Income:
Net sales
Land fill revenue
Gain on sale of building (Note 7)
Other income, net
Cost and expenses:
Cost of sales
Operating expenses
Write-off of closed operation (Note 7)
Interest expense
Provision for income taxes (Note 1)
Minority interest (Note 4)
Income before extraordinary items
Extraordinary items (Note 8)
Net income

Years ended December 31,
1972
1973
$25,779
248
96
202
$26,325

$22,243
272

$22,207
2,775
253
281
132

$19,308
2,515

—

$25,648
$ 677
—

$

677

—

122
$22,637

—

295
82
27
$22,227
$ 410
53
$ 463

Notes to Financial Statements
Application of Accounting Principles:
As required by Opinion No. 30, adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the Company has changed its criteria for the
types of items to be included in determining income before extraordinary items in the consolidated
statement of income. In 1972, the company wrote-off $165,000 of assets (See Note 8) and presented the
loss as an extraordinary item in conformity with accounting principles then generally accepted. In
1973, a similar type transaction was included in determining income before extraordinary items, in
conformity with the newly issued Opinion, and a write-off of assets of $253,000 was included in the
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determination of income before extraordinary items. The Opinion prohibits restating the 1972 consoli
dated financial statements. Had the Opinion been in effect for 1972, net income would have been the
same, but income before extraordinary items would have been $326,000 ($.51 per share of common
stock).
Unusual Items:
In April, 1973, the Company sold a building in Michigan for consideration approximating
$330,000. The Company leased-back a portion of the building for a period of four years with the option
to cancel the lease at any time.
In December, 1973, the Company closed its Western Brick Division brick and haydite manufac
turing operations at Danville, Illinois and plans to dismantle and scrap the plant and building in 1974.
The undepreciated cost of the remaining assets, less an applicable portion of the difference between
the excess of the tax basis of the assets over the net book value, were written-off and reserves were
provided for the estimated cost of termination and demolition. Anticipated tax benefits related to the
write-off are included in the provision for income taxes. Net sales and loss from operations for the
Division in 1973 and 1972 were $1,578,000 and ($206,000) and $1,672,000 and ($114,000), respectively.
Extraordinary Items:
During 1972, an out-of-court settlement was received on an antitrust suit, and the military track
shoe operation at Adrian, Michigan was phased out. The effect of these events is summarized as
follows:
$ 219,000
Gain on settlement of lawsuit
(165,000)
Less—write-off of military track shoe assets
$ 54,000
Federal income tax effect after considering nontaxable portion
( 1, 000)
(approximately $55,000) of gain on settlement of lawsuit
$ 53,000
Extraordinary items

Auditor’s Opinion
To the Stockholders of Old Fort Industries, Inc.:
We have examined the consolidated balance sheet of Old Fort Industries, Inc. (an Indiana corpo
ration) and subsidiaries as of December 31, 1973 and 1972, and the related consolidated statements of
income and retained earnings and changes in financial position for the years then ended. Our examina
tion was made in accordance with generally accepted auditing standards, and accordingly included
such tests of the accounting records and such other auditing procedures as we considered necessary in
the circumstances.
In our opinion, subject to the effect, if any, of the litigation referred to in Note 2 to the consoli
dated financial statements, the accompanying consolidated financial statements present fairly the
financial position of Old Fort Industries, Inc. and Subsidiaries as of December 31, 1973 and 1972, and
the results of their operations and changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles which, except for the change, with which we
concur, in the method of determining income before extraordinary items discussed in Note 3 to the
consolidated financial statements, have been applied on a basis consistent with that of the preceding
year.
SPRINGS MILLS INC.
Statement of Income

Provision for loss on plant closing
Other, net
Total
Income before income taxes and extraordinary item
Income taxes
Income before extraordinary item
Extraordinary item—loss on plant closing
Net income

Fiscal Years Ended
December 29, December 30,
1973
1972
—
1,325
148
(11)
3,737
8,554
36,448
26,378
17,183
12,155
19,265
14,223
975
—
$19,265
$13,248
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Notes to Financial Statements
Financial Review
Loss on Closing Plants: In August 1973, a provision of $1,325,000 ($.08 per share after taxes) was
made for the estimated disposal costs and losses expected to arise from closing Springs’ terry opera
tion at Laurinburg Plant. (Such provision was included in determining income before extraordinary
item, in conformity with Opinion No. 30, adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, rather than being presented as an extraordinary
item as was the following described 1972 item which was presented in accordance with accounting
principles then generally acceptable.)
The extraordinary item of $975,000 ($.11 per share) in 1972 provided for the estimated disposal
costs and losses expected to arise from the discontinuance in January 1973 of Springs’ carpet yam
operation, less related income taxes of $996,000.
Auditor’s Opinion
The Board of Directors of Springs Mills, Inc.:
We have examined the consolidated balance sheet of Springs Mills, Inc. and subsidiaries as of
December 29, 1973 and the related statements of consolidated income and retained earnings and
changes in financial position for the two fiscal years then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circum
stances.
As required by Opinion No. 30, adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the Company has changed the method of present
ing provision for losses arising from termination of certain manufacturing operations (see Loss on
Closing Plants, page 19, Financial Review). Such a provision, net of income tax effect, was presented
in 1972 as an extraordinary item, in conformity with the accounting principles then generally accepta
ble, and in 1973 such a provision was included in determining income before extraordinary item, in
conformity with the newly issued Opinion. The Opinion prohibits restating the 1972 financial state
ments. Had the Opinion been in effect for 1972, net income would have been the same, and there would
have been no extraordinary item.
In our opinion, such consolidated balance sheet and statements of consolidated income and re
tained earnings and changes in financial position present fairly the financial position of the companies
at December 29, 1973 and the results of their operations and changes in their financial position for the
two fiscal years then ended in conformity with generally accepted accounting principles applied on a
consistent basis except for the required change, with which we concur, in the method of presenting
provisions for losses arising from termination of certain manufacturing operations discussed in the
preceding paragraph.

STUDEBAKER-WORTHINGTON INC.
Statement of Income
Income:
Net sales
Equity in earnings of subsidiaries not consolidated and
affiliates
Other income—net (including in 1973 gain on sale of 48% of
Worthington, S.p.A.—$5,957 and provision for anticipated
losses on disposition of certain businesses of STP Corporation
$3,277)
•••
Net Income Before Extraordinary Items
Extraordinary items—(charges) or, credits:
Net gain on sales of investments by Finserv Corp. (less
income taxes of $1,511)
Provision for disposition and rearrangement of facilities
and product lines
Net extraordinary credit
Net income
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Years ended December 31,
1973
1972
$1,121,975

$879,375

3,340

2,183

7,900
1,133,215

6,655
888,213

32,251

29,940

—
—
—

$32,251

3,823
(2,435)
1,388
$ 31,328

Balance Sheet
Assets
Total current assets
Assets of discontinued operations held for disposition
(including future Federal income tax benefits of $901 in
1973 and $1,150 in 1972)
Liabilities and stockholders’ equity
Total current liabilities
Reserves for disposition of discontinued operations
Statement of Changes in Financial Position
Balance of cash and temporary cash investments—
beginning of year
Sources of funds:
Net income before extraordinary items (including in 1973 $8,770
proceeds on sale of 48% of Worthington, S.p.A. less applicable
taxes and book value)
Add (deduct) items not affecting funds—
Depreciation, depletion and amortization
Deferred Federal income taxes
Minority interests
Equity in earnings of subsidiaries not consolidated and affiliates
Provision for anticipated losses on disposition of certain
businesses of STP Corporation
Funds from operations
Proceeds from public offering by Onan Corporation
Proceeds from issuance of long-term debt
Increase in notes payable—short term
Proceeds from transfer of investments to Finserv Corp.
Increase in accounts payable and accrued expenses
Other net
Uses of Funds:
Dividends declared
Purchase of common stock:
Parent
Subsidiaries
Expenditures for property, plant and equipment
Net assets of Pasco, Inc. distributed by Finserv Corp.
Purchase of securities of The Susquehanna Corporation
Other investments
Payment of long-term debt
Payment of production payment financing
Discontinued operations—net
Increase in accounts receivable
Increase in inventories
Increase in prepaid expenses
Decrease in Federal income taxes payable
Balance of cash and temporary cash investments—end of year

December 31, December 31.
1973
1972
558,803

469,693

9,995

6,680

275,485
8,280

219,363
10,878

Years ended December 31,
1973
1972
$ 39,090

$ 53,928

32,251

29,940

26,803
6,185
10,446
(3,340)

14,941
2,369
7,938
(2,183)

3,277
75,622

—

34,591
1,703
241,418

53,005
10,555
56,080
7,779
27,698
39,357
5,539
253,941

8,013

8,203

—

63,309
27,103
—

10,787
8,110
41,103
—

—
1,848
17,142
9,933
9,190
42,617
36,570
1,528
7,092
193,933
$ 47,485

49,746
1,968
32,114
20,125
19,507
(1,942)
14,782
—
(5,715)
23,757
46,370
3,313
2,623
214,851
$ 39,090

Auditor’s Opinion
To the Board of Directors and Stockholders of Studebaker-Worthington, Inc.:
We have examined the consolidated balance sheet of Studebaker-Worthington, Inc. (a Delaware
corporation) and subsidiaries as of December 31, 1973 and 1972, and the related consolidated state
ments of income, surplus and changes in financial position for the years then ended. We have also
examined the consolidated balance sheet of Finserv Corp. (a Delaware corporation and wholly-owned
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unconsolidated subsidiary of Studebaker-Worthington, Inc.) and subsidiaries as of December 31, 1973
and 1972. Our examinations were made in accordance with generally accepted auditing standards, and
accordingly included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances. We did not examine the financial statements of certain
consolidated subsidiaries of Studebaker-Worthington, Inc., which statements reflect total assets and
sales constituting 49% and 59% in 1973 and 49% and 68% in 1972, respectively, of the related consoli
dated totals. These statements were examined by other auditors whose reports thereon have been
furnished to us and our opinion expressed herein, insofar as it relates to the amounts included for
these subsidiaries, is based solely on the reports of other auditors.
In our opinion, based upon our examinations and the reports of other auditors referred to above,
the accompanying financial statem ents present fairly the consolidated financial position of
Studebaker-Worthington, Inc., and subsidiaries as of December 31, 1973 and 1972, and the results of
their operations and changes in financial position for the years then ended, in conformity with gener
ally accepted accounting principles which, except for the change, with which we concur, in reporting in
1973 certain gains and losses in other income as a part of ordinary operations in accordance with the
recently issued Opinion No. 30 of the Accounting Principles Board whereas similar items in 1972 were
classified as extraordinary items, were consistently applied during the periods. Also, in our opinion,
the accompanying balance sheet presents fairly the consolidated financial position of Finserv Corp.
and subsidiaries as of December 31, 1973 and 1972, in conformity with generally accepted accounting
principles consistently applied during the periods.

THE WURLITZER COMPANY
Statement of Income
Costs and expenses
Cost of products sold
Selling, administrative, and research and development expenses
Interest
Provision for loss on discontinuance of U.S. phonograph
operations (Note 2)
Total
Earnings (loss) before income taxes and extraordinary items
Provision (Credit) for Federal, State, and foreign
income taxes (Note 5)
Earnings (loss) before extraordinary items
(per share—1974, $(6.23); 1973, $1.77)
Extraordinary items (Note 9)
Net earnings (loss) for the year
(per share—1974, $(6.23); 1973, $1.52)

Year ended March 31,
1974
1973
64,750
25,236
3,572

58,437
22,197
2,306

11.366
104,925
(11,337)

82,941
4,157

(3,635)

1,966

(7,702)
—
(7,702)

2,191
(313)
1,877

—

Notes to Financial Statements
Discontinuance of U.S. Phonograph Operations
In March 1974, the Board of Directors decided to terminate the Company’s business of manufac
turing and selling coin-operated phonographs in the United States. The provision for loss on discon
tinuance of these operations is based upon presently available information, not definitely ascertainable
until the discontinuance is completed, and is summarized as follows:
Estimated losses on disposition of inventories and collection of receivables
$6,080,000
Estimated losses on disposition of tooling, machinery, etc.
813,000
Operating, administrative, and other costs estimated to be incurred
in the phase-out period
4,473,000
Total
$11,366,000
The principal assets of the U.S. phonograph business are included in the balance sheet at March
31, 1974 at their estimated net realizable values as follows:
Trade receivables—net
$ 7,719,000
Inventories
2,990,000
Properties and equipment—net
271.000
Total
$10,980,000
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Sales of United States manufactured coin-operated phonographs and auxiliary equipment in 1974
and 1973 were $9,391,000 and $11,806,000, respectively.
Change in Criteria for Extraordinary Items
As required by Opinion No. 30, adopted June 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the Company has changed its criteria for the
types of items to be included in determining earnings before extraordinary items in the statement of
consolidated earnings (loss) and retained earnings. In 1973 the Company incurred a loss on disposition
of discontinued production facilities and a gain on sale of land not used in the business (see Note 9) and
presented these items as extraordinary items in conformity with accounting principles then generally
accepted. In 1974 transactions of that type were included in determining earnings (loss) before extra
ordinary items, in conformity with the newly-issued Opinion, and an $11,366,000 provision for loss on
discontinuance of coin-operated phonograph operations in the United States (see Note 2) was included
in the determination of earnings (loss) before extraordinary items. The Opinion prohibits restating the
1973 financial statements. Had the Opinion been in effect for 1973, net earnings would have been the
same, but earnings before extraordinary items would have been $1,877,424 ($1.52 per share).
Auditor's Opinion
To the Shareholders of The Wurlitzer Company:
We have examined the consolidated balance sheet of The Wurlitzer Company and subsidiaries as
of March 31, 1974 and 1973 and the related statements of consolidated earnings (loss) and retained
earnings and changes in consolidated financial position for the years then ended. Our examination was
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the circum
stances.
In our opinion, subject to the adjustments which will result from the final determination of the
loss from discontinuance of phonograph operations in the United States as described in Note 2, the
accompanying financial statements present fairly the financial position of the companies at March 31,
1974 and 1973 and the results of their operations and the changes in their financial position for the
years then ended, in conformity with generally accepted accounting principles, which, except for the
change, with which we concur, in the method of determining earnings (loss) before extraordinary
items as described in Note 10, have been applied on a consistent basis.

GAIN OR LOSS ON FOREIGN EXCHANGE
ANACONDA COMPANY
Statement of Income
Revenues
Sales and other operating revenue
Equity in net income of affiliated companies
Interest and miscellaneous income
Costs and expenses
Operating costs and expenses
Selling, general and adminstrative expenses
Provision for depreciation and depletion
Interest expense
Income before income taxes and extraordinary items
United States and foreign income taxes
Income before extraordinary items
Extraordinary gain
Net income

1973
—

1972
—

$1,343,088
15,267
4,769
1,363,124

$1,011,603
10,024
4,266
1,025,893

1,138,754
63,442
45,637
23,188
1,271,021
92,103
22,397
69,706
18,347
88,053

852,992
57,543
44,069
21,732
976,336
49,557
5,489
44,068
88,969
133,037

Notes to Financial Statements
Extraordinary Items
The extraordinary items included in the Statement of Consolidated Income comprise the follow
ing:
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Income tax benefit from utilization of loss carryforwards
Net gain on sale of assets of Forest Products division
Provision for exchange losses on foreign currency loans

1973
$18,347
—
—
$18,347

1972
$ 14,051
80,136
(5,218)
$ 88,969

During 1972, the company sold the principal assets, primarily timberlands, of its Forest Products
division in Montana to Champion International Corporation for $117 million. The gain realized from
the sale was reduced by personnel and other costs relating to the curtailment of the division’s opera
tions, including local taxes and a $12.6 million charge equivalent to United States income taxes. The
remaining businesses of the Forest Products division were sold in 1973 for $3.8 million in cash, which
approximated the book value of the assets sold.
In accordance with the recommendations included in Accounting Principles Board Opinion No. 30,
which became effective in the fourth quarter of 1973, exchange gains and losses may no longer be
considered as extraordinary items and are reflected in “Income before Extraordinary Items.”
RONSON CORPORATION
Statement of Income
Net sales
Costs and expenses:
Cost of sales
Selling, shipping and advertising
General and administrative
Depreciation
Interest
Other deductions, net
Foreign exchange currency translation gain (Note 5)
Earnings before income taxes and extraordinary items
Income taxes (Note 6)
Earnings from operations before extraordinary items
Extraordinary items:
Foreign exchange currency translation loss net of
tax of $35,000 (Note 5)
Use of prior years’ foreign tax credits and
foreign operating losses (Note 6)
Net earnings

Year ended December 31,
1973
1972
$ 100,662
$ 115,298
74,296
18,894
11,256
3,073
2,585
521
(332)
110,296
5,001
2,038
2,963

65,279
16,976
9,250
2,932
2,204
538
—
97,181
3,480
1,607
1,872

(744)
133
133
3,096

216
(528)
1,344

Notes to Financial Statements
Required change in presentation of foreign exchange currency translation gains or losses:
As required by A.P.B. Opinion No. 30, adopted in 1973 by the American Institute of Certified
Public Accountants, the Company has changed its presentation of foreign exchange currency transla
tion gains or losses. Such gains or losses are presented for the year 1972 as an extraordinary item, in
conformity with the accounting principles then generally accepted, and for the year 1973 are included
in determining earnings before extraordinary items, in conformity with A.P.B. Opinion No. 30. The
Opinion prohibits restating the 1972 financial statements which reported earnings from operations
before extraordinary items of $1,872,703 or $.42 per share (adjusted for 4% stock dividend in 1973);
however, had Opinion No. 30 been in effect for 1972, net earnings would have been the same, but
earnings from operations before extraordinary items would have been $1,128,126 or $.25 per share as
compared to $2,963,241 or $.67 per share for 1973.
Auditor’s Opinion
To the Stockholders and Board of Directors of Ronson Corporation
We have examined the consolidated balance sheet of Ronson Corporation and its wholly owned
subsidiaries as of December 31, 1973 and 1972, and the related statements of earnings and retained
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earnings and changes in financial position for the years then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circum
stances.
In our opinion, the aforementioned consolidated financial statements present fairly the financial
position of Ronson Corporation and its wholly owned subsidiaries at December 31, 1973 and 1972, and
the results of their operations and changes in financial position for the years then ended, in conformity
with generally accepted accounting principles which, except for the required change (with which we
concur) in the presentation of the 1973 foreign exchange currency translation gain (as described in
Note 5), have been applied on a consistent basis.
ELECTRONIC ASSOCIATES, INC.
Statement of Income

Net Sales
Cost of sales
Gross profit
Selling, general and administrative expenses
Interest expense (Notes 4 and 5)
Other income:
Gain on currency realignments (Note 1)
Other, net
Income (loss) before provision for federal and foreign income
taxes and extraordinary items
Provision for Federal and foreign income taxes (Note 8)
Federal-current
Federal-deferred investment credit
Foreign
Income (loss) before extraordinary items
Extraordinary items (Note 12)
Net income (loss)

52 Weeks ended
December 28, December 1
1973
1972
$ 44,293
34,451
9,842
12,973
1,115
(491)
(38)
(3,715)
—

(3)
250
247
(3,962)
38
$ (3,924)

$ 43,256
29,803
13,453
11,612
741
—

(585)
1,684
570
(9)
164
726
958
688
$1,647

Notes to Financial Statements
Summary of Significant Accounting Policies:
Foreign Currency Translation—
As required by Opinion No. 30, adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the Company has changed the method of present
ing the gain (loss) on currency realignments. The net loss on currency realignments together with a
net gain on the sale of certain product lines were presented in 1972 as extraordinary items, in
conformity with the accounting principles then generally accepted, and in 1973 the gain on currency
realignments was included in determining income (loss) before extraordinary items, in conformity
with the newly issued Opinion. The Opinion prohibits restating the 1972 financial statements. Had the
Opinion been in effect for 1972, net income for the year ended December 2 9 , 1972, would have been the
same, but income before extraordinary items would have been $951,200 ($.35 per share).
Extraordinary Items:
Extraordinary items for the years ended December 2 8 , 1973 and December 29, 1972 consisted of the
following:

Reduction of Federal and foreign income taxes resulting from
carry-over of net operating losses
Gain on sale of certain product lines, net of applicable
income tax of $140,442 (Note 1)
Loss on currency realignments, net of applicable income tax
benefit of $13,950 (Note 1)

1973

1972

$38,837

$ 695,938

—

180,663

_

(188,018)
$688,583

$38,837
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Auditor's Opinion
To the Shareholders and Board of Directors
Electronic Associates, Inc.:
We have examined the consolidated balance sheets of Electronic Associates, Inc. (a New Jersey
corporation) and subsidiaries as of December 28, 1973 and December 29, 1972 and the related consoli
dated statements of operations and retained earnings (deficit) and statements of changes in financial
position for the 52-week periods then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
In our opinion, the accompanying consolidated financial statements present fairly the financial
position of Electronic Associates, Inc. and subsidiaries as of December 28, 1973 and December 29,
1972 and the results of their operations and the changes in their financial position for the 52-week
periods then ended, in conformity with generally accepted accounting principles which, other than for
the change, with which we concur, in the classification of gains or losses from currency realignments
as extraordinary items as set forth in Note 1 of Notes to Consolidated Financial Statements under the
caption Foreign Currency Translation, were applied on a consistent basis during the periods.

OTHER
AVEMCO CORPORATION
Statement of Income
Expenses:
Insurance losses and adjustment expenses
Interest
Provision for losses on loans and other receivables
Provision for liability under employment agreement (note 2)
Selling, general and administrative expenses:
Salaries
Taxes, other than income taxes
Other selling, general and administrative expenses
Total expenses
Earnings:
Earnings from continuing operations before income taxes and
extraordinary item

Years ended December 31,
1973
1972
5,766
874
264
406

5,554
218
214
—

948
286
1,533
10,079

891
346
1,577
8,803

2,353

2,962

Notes to Financial Statements
Unusual or Infrequently Occurring Events.
(a) In June 1973, the Company concluded a ten year employment agreement with its former
president, which provided, among other matters, that should the president die before completion of
his term, his beneficiary would receive one half of his unpaid compensation adjusted for cost of living
increases over the remaining term of the agreement. In December 1973, the president died and the
Company provided for the liability to the beneficiary in an amount equal to the present value of the
estimated future payments.
COMMUNICATIONS PROPERTIES, INC
Statement of Income
Costs and expenses:
Operating expenses and cost of sales, exclusive of depreciation
and amortization
Depreciation and amortization (Notes 3 and 4)
Selling, general and administrative expenses (Note 7)
Interest expense
Other gains and losses (Note 9)
Income before federal and state income taxes, equity in
net income of subsidiaries sold and extraordinary item
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Years ended October 31,
1973
1972

4,586
2,467
3,074
2,317
24
12,470

3,906
2,205
2,378
1,977
—
10,467

1,328

1,036

Notes to Financial Statements
Other Gains and Losses:
Amounts included in the consolidated statement of income under the caption “other gains and
losses” for the year ended October 31, 1973 are summarized as follows:
Gain on sale of warrant to purchase common stock of an operating CATV company
Provision for loss on disposal of assets of a CATV system as a result of recision
of the franchise
Gain on sale of a CATV subsidiary
Loss on early extinguishment of debt

$ 187,202
(141,000)
9,010
(79,739)
($24,527)

The above transactions have been originally reported as extraordinary items in the company’s
interim financial statements for 1973. Additionally, the results of operations of the two CATV systems
were originally stated in interim reports as “discontinued operations.” The amounts have been reclas
sified herein in accordance with the provisions of Opinion No. 30 of the Accounting Principles Board of
the American Institute of Certified Public Accountants.

LIGGETT & MYERS INCORPORATED
Statement of Income
Operating income
Other expenses
Interest expense
Corporate expenses
Corporate office relocation expense (Note 7)
Other (income) deductions, net
Total
Earnings before income taxes, minority interest, and
extraordinary credit
Provision for Federal and other income taxes (Note 1)
Currently payable
Deferred
Total
Earnings before minority interest and extraordinary credit
Minority interest in earnings of consolidated subsidiaries
(Note 1)
Earnings before extraordinary credit (Note 7)
Extraordinary credit—net (Note 4)
Net Earnings

Years ended December 31,
1973
1972
80,419
79,402
13,546
6,453
3,040
(1,262)
21,777

11,707
5,935

58,641

62,742

26,805
2,272
29,077
29,564

31,094
1,078
32,172
30,570

329
29,234

536
30,033
1,240
$ 31,274

—

$ 29,234

—

(983)
16,660

Notes to Financial Statements
Corporate Office Relocation
During 1973, the Company provided a charge against earnings of $3,040,000 for estimated costs to
be incurred in the relocation of the Corporate office from New York to Durham, North Carolina.
Accounting Principles Board Opinion No. 30, issued in 1973, required the changing of criteria for the
types of items to be included in determining earnings before extraordinary items. Accordingly, the 1973
provision for estimated costs to be incurred in the relocation of the Corporate office was included in
determining earnings before extraordinary credit in the accompanying statement of consolidated
earnings. During 1972, the Company established a provision for a similar transaction and presented such
transaction as well as certain other transactions as extraordinary items in conformity with accounting
principles then generally accepted (see Note 4).
Opinion No. 30 prohibits restating the 1972 financial statements included in the 1973 annual
report. Had the Opinion been in effect for both 1973 and 1972, net earnings would have been the same,
but earnings before extraordinary credit for 1972 would have been $27,816,680 ($3.22 primary per
share and $3.18 fully diluted per share) computed as follows:
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Earnings before extraordinary credit
Closing and discontinuance of certain domestic operations
Discontinuance of operations and liquidation of investments
in certain foreign subsidiaries

Years ended December 31,
1973
1972
$29,234,523 $ 30,033,762
—
(2,758,900)
—
$29,234,523

541,818
$27,816,680

Extraordinary Credit—Net
Extraordinary credit—net for the year ended December 31, 1972 consisted of the following:
Gain on the sale of securities, after provisions for taxes of $1,551,766
$3,457,977
and minority interest of $73,227
Provision for loss on closing and discontinuance of certain domestic
(2,758,900)
operations, net of income tax benefits of $3,188,970
Discontinuance of operations and liquidation of investments in certain
541,818
foreign subsidiaries, after estimated U.S. tax benefits of $4,244,312
$1,240,895
Total
Net sales of the discontinued domestic operations aggregated $33,868,163 in 1972; the effect on
net earnings was not material. The losses from operations of the discontinued foreign subsidiaries in
1972 aggregated $1,958,190 (included in equity in net operating losses of unconsolidated foreign
subsidiaries and other companies in the accompanying statement of consolidated earnings).
Auditor's Opinion
To the Directors and Stockholders of Liggett & Myers Incorporated:
We have examined the consolidated balance sheet of Liggett & Myers Incorporated and its
consolidated subsidiaries as of December 31, 1973 and 1972 and the related statements of consolidated
earnings, paid-in capital in excess of par values of capital stock, retained earnings, and changes in
financial position for the years then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
In our opinion, the accompanying financial statements present fairly the financial position of the
companies at December 31, 1973 and 1972 and the results of their operations and the changes in their
financial position for the years then ended, in conformity with generally accepted accounting princi
ples applied (except for the change, with which we concur, as required by Accounting Principles Board
Opinion No. 30 in the method of determining earnings before extraordinary credit as described in
Note 7 to the financial statements) on a consistent basis.
WEST CHEMICAL PRODUCTS INC
Statement of Income
Net sales
Cost of sales and selling and administrative expenses
(Notes F and G)
Other income—net (including gain of $212,500 on sale of a
non-operating leasehold—1973) (Note A 9)
Interest
Income before income taxes
Provision for income taxes
Net income (Notes A 9 and H)

Years ended November 3
1973
1972
$58,678
$53,128
56,151
2,527

48,976
4,151

396
2,923
340
2,583
1,320
1,263

127
4,278
143
4,135
2,090
2,044

Notes to Financial Statements
Significant Accounting Policies:
(9) In accordance with Opinion 30 of the Accounting Principles Board of the American Institute of
Certified Public Accountants, the Company has restated the accounting for a gain of $212,500, on the
sale of a nonoperating leasehold, to include such gain in “Other income—net” in 1973. This transaction
was previously reported in interim reports during 1973 as an extraordinary item (net of taxes) of
$148,750 ($.11 per share).
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APPENDIX A
OPINIONS OF THE ACCOUNTING PRINCIPLES BOARD 30

REPORTING THE RESULTS OF OPERATIONS—
Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary,
Unusual and Infrequently Occurring Events and Transactions
INTRODUCTION

1. In APB Opinion No. 9, Reporting the Results of Operations, issued in 1966, the Board
concluded that net income for a period should reflect all items of profit and loss recognized during
the period except for certain prior period adjustments. The Opinion further provided that
extraordinary items should be segregated from the results of ordinary operations and shown
separately in the income statement and that their nature and amounts should be disclosed.
2. Financial reporting practices in recent years indicate that interpreting the criteria for
extraordinary items in APB Opinion No. 9 has been difficult and significant differences of opinion
exist as to certain of its provisions. The Board is also concerned with the varying accounting
treatments accorded to certain transactions involving the sale, abandonment, discontinuance,
condemnation, or expropriation of a segment of an entity (referred to in this Opinion as disposals
of a segment of a business).
3. The purposes of this Opinion are (1) to provide more definitive criteria for extraordinary
items by clarifying and, to some extent, modifying the existing definition and criteria, (2) to
specify disclosure requirements for extraordinary items, (3) to specify the accounting and report
ing for disposal of a segment of a business, (4) to specify disclosure requirements for other unusual
or infrequently occuring events and transactions that are not extraordinary items.

DISCUSSION

4. Some accountants believe that financial statements would be improved by presenting an
all-inclusive income statement without separate categories for continuing operations, discon
tinued operations and extraordinary items. In their view, the use of arbitrary and subjectively
defined categories tends to mislead investors and to invite abuse of the intended purposes of the
classifications. They believe, therefore, that basically an income statement should reflect only the
two broad categories, (a) revenue and gains and (b) expenses and losses. They also believe that
investors would be better served by reporting separately the primary types of revenue and
expense, including identification of items that are unusual or occur infrequently. Alternatively,
sufficient information relating to those items should be otherwise disclosed to permit investors to
evaluate their relevance. These accountants believe that such changes should be implemented at
the present time.
5. Other accountants believe that the income statement is more useful if the effects of events
or transactions that occur infrequently and are of an unusual nature are segregated from the
results of the continuing, ordinary, and typical operations of an entity. They also believe that the
criteria for income statement classification should relate to the environment in which an entity
operates. In their view the criteria in APB Opinion No. 9, paragraph 21, for determining whether
an event or transaction should be reported as extraordinary lack precision. Accordingly, they
conclude that the criteria should be clarified and modified to provide that to be classified as an
extraordinary item an event or transaction should be both unusual in nature and infrequent in
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occurrence when considered in relation to the environment in which the entity operates. They also
believe that to enhance the usefulness of the income statement (a) the results of continuing
operations of an entity should be reported separately from the operations of a segment of the
business which has been or will be discontinued and (b) the gain or loss from disposal of a segment
should be reported in conjunction with the operations of the segment and not as an extraordinary
item. They further believe that material events and transactions that are either unusual or occur
infrequently, but not both, should be adequately disclosed.
6. Still other accountants agree in part with the views described in paragraph 5 but believe
that a combination of infrequency of occurrence and abnormality of financial effect should also
result in classifying an event or transaction as extraordinary.
APPLICABILITY

7. This Opinion supersedes paragraphs 20 through 22, paragraph 29 insofar as it refers to
examples of financial statements, and Exhibits A through D of APB Opinion No. 9. It also amends
paragraph 13 and footnote 8 of APB Opinion No. 15, Earnings per Share, insofar as this Opinion
prescribes the presentation and computation of earnings per share of continuing and discontinued
operations. This Opinion does not modify or amend the conclusions of APB Opinion No. 11,
Accounting for Income Taxes, paragraphs 45 and 61, or of APB Opinion No. 16, Business Combi
nations, paragraph 60, with respect to the classification of the effects of certain events and
transactions as extraordinary items. Prior APB Opinions that refer to the superseded paragraphs
noted above are modified to insert a cross reference to this Opinion.1
OPINION

Income Statement Presentation and Disclosure
8. Discontinued Operations of a Segment of a Business. For purposes of this Opinion, the
term discontinued operations refers to the operations of a segment of a business as defined in
paragraph 13 that has been sold, abandoned, spun off, or otherwise disposed of or, although still
operating, is the subject of a formal plan for disposal (see paragraph 14). The Board concludes that
the results of continuing operations should be reported separately from discontinued operations
and that any gain or loss from disposal of a segment of a business (determined in accordance with
paragraphs 15 and 16) should be reported in conjunction with the related results of discontinued
operations and not as an extraordinary item. Accordingly, operations of a segment that has been
or will be discontinued should be reported separately as a component of income before extraordi
nary items and the cumulative effect of accounting changes (if applicable) in the following manner:

Income from continuing operations before income taxes2
Provision for income taxes
Income from continuing operations2
Discontinued operations (Note ):
Income (loss) from operations of discontinued
Division X (less applicable income taxes of $
)
Loss on disposal of Division X, including provision
of $
for operating losses during phase-out period (less
applicable income taxes of $
)
Net Income

$xxxx
XXX

$xxxx
$xxxx
xxxx

xxxx
$xxxx

1This Opinion amends APB Statement No. 4, Basic Concepts and Accounting Principles Underlying Financial
Statements of Business Enterprises, to the extent that it describes an extraordinary item.
2These captions should be modified appropriately when an entity reports an extraordinary item and/or the cumulative
effect of a change in accounting principle in accordance with APB Opinion No. 20, Accounting Changes. The presentation
of per share data will need similar modification.
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Amounts of income taxes applicable to the results of discontinued operations and the gain or
loss from disposal of the segment should be disclosed on the face of the income statement or in
related notes. Revenues applicable to the discontinued operations should be separately disclosed
in the related notes.
9. Earnings per share data for income from continuing operations and net income, computed
in accordance with APB Opinion No. 15, should be presented on the face of the income statement.3
If presented, per share data for the results of discontinued operations and gain or loss from
disposal of the business segment may be included on the face of the income statement or in a
related note.
10. Extraordinary. Items. The Board has also reconsidered the presentation of extraordinary
items in an income statement as prescribed in APB Opinion No. 9, and reaffirms the need to
segregate extraordinary items for the reasons given in paragraph 5 of this Opinion and paragraph
19 of APB Opinion No. 9.
11. In the absence of discontinued operations and changes in accounting principles, the
following main captions should appear in an income statement if extraordinary items are reported
(paragraphs 17-19 of APB Opinion No. 9):
Income before extraordinary items4
Extraordinary items (less applicable income taxes of
$
) (Note
)
Net income

$xxx
xxx
$xxx

The caption extraordinary items should be used to identify separately the effects of events
and transactions, other than the disposal of a segment of a business, that meet the criteria for
classification as extraordinary as discussed in paragraphs 19-24. Descriptive captions and the
amounts for individual extraordinary events or transactions should be presented, preferably on
the face of the income statement, if practicable; otherwise disclosure in related notes is accepta
ble. The nature of an extraordinary event or transaction and the principal items entering into the
determination of an extraordinary gain or loss should be described. The income taxes applicable to
extraordinary items should be disclosed on the face of the income statement; alternatively disclos
ure in the related notes is acceptable. The caption net income should replace the three captions
shown above if the income statement includes no extraordinary items,
12. Earnings per share data for income before extraordinary items and net income should be
presented on the face of the income statement, as prescribed by APB Opinion No. 15.
Accounting for the Disposal of a Segment of a Business
13. For purposes of this Opinion, the term segment of a business refers to a component of an
entity whose activities represent a separate major line of business or class of customer. A segment
may be in the form of a subsidiary, a division, or a department, and in some cases a joint venture
or other nonsubsidiary investee, provided that its assets, results of operations, and activities can
be clearly distinguished, physically and operationally and for financial reporting purposes, from
the other assets, results of operations, and activities of the entity. Financial statements of current
and prior periods that include results of operations prior to the measurement date (as defined in
paragraph 14) should disclose the results of operations of the disposed segment, less applicable
3The presence of a common stock equivalent or other dilutive securities together with income from continuing
operations and extraordinary items may result in diluting one of the per share amounts which are required to be disclosed
on the face of the income statement—i.e., income from continuing operations, income before extraordinary items and
before the cumulative effect of accounting changes, if any, and net income—while increasing another. In such a case, the
common stock equivalent or other dilutive securities should be recognized for all computations even though they have an
anti-dilutive effect on one of the per share amounts.
4This caption should be modified appropriately when an entity reports the cumulative effect of an accounting change.
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income taxes, as a separate component of income before extraordinary items (see paragraph 8).
The fact that the results of operations of the segment being sold or abandoned cannot be sepa
rately identified strongly suggests that the transaction should not be classified as the disposal of a
segment of the business. The disposal of a segment of a business should be distinguished from
other disposals of assets incident to the evolution of the entity’s business, such as the disposal of
part of a line of business, the shifting of production or marketing activities for a particular line of
business from one location to another, the phasing out of a product line or class of service, and
other changes occasioned by technological improvements. The disposal of two or more unrelated
assets that individually do not constitute a segment of a business should not be combined and
accounted for as a disposal of a segment of business.
14. Definition of Measurement and Disposal Dates. For purposes of applying the provisions
of this Opinion, the measurement date of a disposal is the date on which the management having
authority to approve the action commits itself to a formal plan to dispose of a segment of the
business, whether by sale or abandonment. The plan of disposal should include, as a minimum,
identification of the major assets to be disposed of, the expected method of disposal, the period
expected to be required for completion of the disposal, an active program to find a buyer if
disposal is to be by sale, the estimated results of operations of the segment from the measurement
date to the disposal date, and the estimated proceeds or salvage to be realized by disposal. For
purposes of applying this Opinion, the disposal date is the date of closing the sale if the disposal is
by sale or the date that operations cease if the disposal is by abandonment.
15. Determination of Gain or Loss on Disposal of a Segment of a Business. If a loss is
expected from the proposed sale or abandonment of a segment, the estimated loss should be
provided for at the measurement date.5 If a gain is expected, it should be recognized when
realized, which ordinarily is the disposal date. The determination of whether a gain or a loss
results from the disposal of a segment of a business should be made at the measurement date
based on estimates at that date of the net realizable value of the segment after giving considera
tion to any estimated costs and expenses directly associated with the disposal and, if a plan of
disposal is to be carried out over a period of time and contemplates continuing operations during
that period, to any estimated income or losses from operations. If it is expected that net losses
from operations will be incurred between the measurement date and the expected disposal date,
the computation of the gain or loss on disposal should also include an estimate of such amounts. If
it is expected that income will be generated from operations during that period the computation of
the gain or loss should include the estimated income, limited however to the amount of any loss
otherwise recognizable from the disposal; any remainder should be accounted for as income when
realized. The Board believes that the estimated amounts of income or loss from operations of a
segment between measurement date and disposal date included in the determination of loss on
disposal should be limited to those amounts that can be projected with reasonable accuracy. In the
usual circumstance, it would be expected that the plan of disposal would be carried out within a
period of one year from the measurement date and that such projections of operating income or
loss would not cover a period exceeding approximately one year.6
16. Gain or loss from the disposal of a segment of a business should not include adjustments,
costs, and expenses associated with normal business activities that should have been recognized
on a going-concern basis up to the measurement date, such as adjustments of accruals on long
term contracts or write-down or write-off of receivables, inventories, property, plant, and equip
ment used in the business, equipment leased to others, deferred research and development costs,
or other intangible assets. However, such adjustments, costs, and expenses which (a) are clearly a
5If financial statements for a date prior to the measurement date have not been issued, and the expected loss provides
evidence of conditions that existed at the date of such statements and affects estimates inherent in the process of preparing
them, the financial statements should be adjusted for any change in estimates resulting from the use of such evidence. (See
Statement on Auditing Standards No. 1, Codification of Auditing Standards and Procedures, paragraph 560.03).
6When disposal is estimated to be completed within one year and subsequently is revised to a longer period of time,
any revision of the net realizable value of the segment should be treated as a change in estimate (see paragraph 25).
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direct result of the decision to dispose of the segment and (b) are clearly not the adjustments of
carrying amounts or costs, or expenses that should have been recognized on a going-concern basis
prior to the measurement date should be included in determining the gain or loss on disposal.
Results of operations before the measurement date should not be included in the gain or loss on
disposal.
17. Costs and expenses directly associated with the decision to dispose include items such as
severance pay, additional pension costs, employee relocation expenses, and future rentals on
long-term leases to the extent they are not offset by sub-lease rentals.
18. Disclosure. In addition to the amounts that should be disclosed in the financial state
ments (paragraph 8), the notes to financial statements for the period encompassing the measure
ment date should disclose:
(a) the identity of the segment of business that has been or will be discontinued,
(b) the expected disposal date, if known (see paragraph 14),
(c) the expected manner of disposal,
(d) a description of the remaining assets and liabilities of the segment at the balance sheet
date,7 and
(e) the income or loss from operations and any proceeds from disposal of the segment
during the period from the measurement date to the date of the balance sheet.
For periods subsequent to the measurement date and including the period of disposal, notes to the
financial statements should disclose the information listed in (a), (b), (c), and (d) above and also the
information listed in (e) above compared with the prior estimates.
Criteria for Extraordinary Items
19. Judgment is required to segregate in the income statement the effects of events or
transactions that are extraordinary items (as required by paragraph 11). The Board concludes
that an event or transaction should be presumed to be an ordinary and usual activity of the
reporting entity, the effects of which should be included in income from operations, unless the
evidence clearly supports its classification as an extraordinary item as defined in this Opinion.
20. Extraordinary items are events and transactions that are distinguished by their unusual
nature and by the infrequency of their occurrence. Thus, both of the following criteria should be
met to classify an event or transaction as an extraordinary item:
(a) Unusual nature—the underlying event or transaction should possess a high degree of
abnormality and be of a type clearly unrelated to, or only incidentally related to, the
ordinary and typical activities of the entity, taking into account the environment in
which the entity operates. (See discussion in paragraph 21.)
(b) Infrequency of occurrence—the underlying event or transaction should be of a type
that would not reasonably be expected to recur in the foreseeable future, taking into
account the environment in which the entity operates. (See discussion in paragraph
22.)

21. Unusual Nature. The specific characteristics of the entity, such as type and scope of
operations, lines of business, and operating policies should be considered in determining ordinary
and typical activities of an entity. The environment in which an entity operates is a primary
consideration in determining whether an underlying event or transaction is abnormal and signific
antly different from the ordinary and typical activities of the entity. The environment of an entity
includes such factors as the characteristics of the industry or industries in which it operates, the
geographical location of its operations, and the nature and extent of governmental regulation.

7Consideration should be given to disclosing this information by segregation in the balance sheet of the net assets and
liabilities (current and noncurrent) of the discontinued segment. Only liabilities which will be assumed by other should be
designated as liabilities of the discontinued segment. If the loss on disposal cannot be estimated within reasonable limits,
this fact should be disclosed.
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Thus, an event or transaction may be unusual in nature for one entity but not for another because
of differences in their respective environments. Unusual nature is not established by the fact that
an event or transaction is beyond the control of management.
22. Infrequency of Occurrence. For purposes of this Opinion, an event or transaction of a
type not reasonably expected to recur in the foreseeable future is considered to occur infre
quently. Determining the probability of recurrence of a particular event or transaction in the
foreseeable future should take into account the environment in which an entity operates. Accord
ingly, a specific transaction of one entity might meet that criterion and a similar transaction of
another entity might not because of different probabilities of recurrence. The past occurrence of
an event or transaction for a particular entity provides evidence to assess the probability of
recurrence of that type of event or transaction in the foreseeable future. By definition, extraordi
nary items occur infrequently. However, mere infrequency of occurrence of a particular event or
transaction does not alone imply that its effects should be classified as extraordinary. An event or
transaction of a type that occurs frequently in the environment in which the entity operates
cannot, by definition, be considered as extraordinary, regardless of its financial effect.
23. Certain gains and losses should not be reported as extraordinary items because they are
usual in nature or may be expected to recur as a consequence of customary and continuing
business activities. Examples include:
(a) Write-down or write-off of receivables, inventories, equipment leased to others, de
ferred research and development costs, or other intangible assets.
(b) Gains or losses from exchange or translation of foreign currencies, including those
relating to major devaluations and revaluations.
(c) Gains or losses on disposal of a segment of a business.
(d) Other gains or losses from sale or abandonment of property, plant, or equipment used
in the business.
(e) Effects of a strike, including those against competitors and major suppliers.
(f) Adjustment of accruals on long-term contracts.
In rare situations, an event or transaction may occur that clearly meets both criteria specified
in paragraph 20 of this Opinion and thus gives rise to an extraordinary gain or loss that includes
one or more of the gains or losses enumerated above. In these circumstances, gains or losses such
as (a) and (d) above should be included in the extraordinary item if they are a direct result of a
major casualty (such as an earthquake), an expropriation, or a prohibition under a newly enacted
law or regulation that clearly meets both criteria specified in paragraph 20. However, any portion
of such losses which would have resulted from a valuation of assets on a going concern basis should
not be included in the extraordinary items. Disposals of a segment of a business should be
accounted for pursuant to paragraph 13 and presented in the income statement pursuant to
paragraph 8 even though the circumstances of the disposal meet the criteria specified in parag
raph 20.
24. Materiality. The effect of an extraordinary event or transaction should be classified
separately in the income statement in the manner described in paragraph 11 if it is material in
relation to income before extraordinary items or to the trend of annual earnings before extraordi
nary items, or is material by other appropriate criteria. Items should be considered individually
and not in the aggregate in determining whether an extraordinary event or transaction is mater
ial. However, the effects of a series of related transactions arising from a single specific and
identifiable event or plan of action that otherwise meets the two criteria in paragraph 20 should be
aggregated to determine materiality.
Adjustment of Amounts Reported in Prior Periods
25. Circumstances attendant to disposals of a segment of a business and extraordinary items
frequently require estimates, for example, of associated costs and occasionally of associated
Page I 86

revenue, based on judgment and evaluation of the facts known at the time of first accounting for
the event. Each adjustment in the current period of a loss on disposal of a business segment or of
an element of an extraordinary item that was reported in a prior period should not be reported as
a prior period adjustment unless it meets the criteria for a prior period adjustment as defined in
paragraph 23 of APB Opinion No. 9. An adjustment that does not meet such criteria should be
separately disclosed as to year of origin, nature, and amount and classified separately in the
current period in the same manner as the original item. If the adjustment is the correction of an
error, the provisions of APB Opinion No. 20, Accounting Changes, paragraphs 36 and 37 should
be applied.
Disclosure of Unusual or Infrequently Occurring Items
26. A material event or transaction that is unusual in nature or occurs infrequently but not
both, and therefore does not meet both criteria for classification as an extraordinary item, should
be reported as a separate component of income from continuing operations. The nature and
financial effects of each event or transaction should be disclosed on the face of the income state
ment or, alternatively, in notes to the financial statements. Gains or losses of a similar nature that
are not individually material should be aggregated. Such items should not be reported on the face
of the income statement net of income taxes or in any manner inconsistent with the provisions of
paragraphs 8 and 11 of this Opinion or in any other manner that may imply that they are
extraordinary items. Similarly, the earnings per share effects of those items should not be dis
closed on the face of the income statement.8
EFFECTIVE DATE

27. This Opinion shall be effective for events and transactions occurring after September 30,
1973. Events and transactions that were reported as extraordinary items in statements of income
for fiscal years ending before October 1, 1973 should not be restated, except that a statement of
income including operations of discontinued segments of a business may be reclassified in com
parative statements to conform with the provisions of Paragraphs 8 and 9 of this Opinion and the
Board encourages such reclassification. In addition, the accounting for events and transactions
that have been reported previously for the fiscal year in which September 30, 1973 occurs may be
restated retroactively to comply with the provisions of this Opinion, and the Board encourages
such restatement. Differences in classification of the effects of events and transactions in the
financial statement of the current and any prior periods presented should be disclosed in notes to
the financial statements.
The Opinion entitled “Reporting the Results of Operations'' was adopted by the assent
ing votes of fifteen members of the Board, of whom three, Messrs. Horngren, Norr, and
Welsch, assented with qualification. Messrs. Bows and Watt dissented.
Mr. Horngren assents to this Opinion because it provides somewhat more definitive criteria
for pinpointing extraordinary items than have existed to date. However, he agrees with the
substance of paragraph 4. Separate identification of abnormal, unusual, or infrequent items is the
primary need. Whether these items are classified as extraordinary or ordinary is a secondary
issue. Furthermore, he is unconvinced that any criteria can be formulated which provide a work
able distinction between extraordinary and ordinary items.
Mr. Norr assents because he believes the Opinion will reduce the frequency of use of the
extraordinary item category. In order to provide stewardship he believes all items should go
through the income statement with supplemental disclosure of results of discontinued operations,
8E xceptions to the final two sentences of this paragraph are specified in the following AICPA industry audit guides:
Audits of Banks, p. 36; Audits of Fire and Casualty Insurance Companies, p. 66; and Audits of Stock Life Insurance
Companies, p. 89.
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paragraph 8. He believes that the criteria created in this Opinion for extraordinary items, unusual
and infrequent (paragraphs 20-22), are subjective and unworkable. He does not believe earth
quakes, expropriations or prohibitions under new laws (paragraph 23) are extraordinary. He
believes that the extraordinary category has resulted in a proliferation of abuses, particularly
debits, comparable to direct entries to surplus. He believes the investor is best served by single
line identification of unusual items. In that way there is stewardship for past events and the
reader may predict which items may not recur. Thus, the subject of forecasting is a companion
piece and is a vital adjunct to an all-inclusive income statement.
Mr. Welsch assents to the issuance of this Opinion because he believes it will reduce the
differences in the classification of certain events and transactions as extraordinary. He also
believes that it will reduce the varying accounting treatments accorded certain transactions
involving the disposal of a segment of an entity. Mr. Welsch does not agree that the addition of
another subjectively defined category and the attendant earnings per share complications will
further serve the investor. He believes that the all-inclusive income statement, coupled with
comprehensive disclosure requirements, would better serve the investor for the reasons given in
Paragraph 4 of this Opinion. He believes this change should be implemented at the present time.
Mr. Bows dissents to this Opinion because in his view it will cause serious erosion and
confusion in efforts to achieve an informative and proper presentation of results of operations.
This deterioration will occur because ordinary operating results will be blurred by inclusion of
nonoperating, unusual and nonrecurring items that affect net income for a given period. For
example, material gains or losses from retirement of debt, from major devaluations, from sales of
nonoperating capital assets, from major storms or floods, and from litigation unrelated to current
operations are to be included in the determination of “income from continuing operations” rather
than being set out separately on a net-of-tax basis below such operating results. The statement of
income will present a distorted picture of ordinary operating results and thus will be less useful to
readers than if ordinary operating results were clearly distinguished from truly extraordinary
items on a net-of-tax basis and with a separate indication of their earnings per share effect.
Mr. Watt dissents to this Opinion because it virtually eliminates extraordinary items yet
perpetuates the format which implies that only ordinary events and transactions are included in
income before extraordinary items. To him the inclusion in “ordinary” income, for example, of
expenses, net of tax, directly associated with the disposal of a business (and in the format required
by paragraph 8), and gains and losses from sale or abandonment of a plant without adjustment for
related income taxes (paragraph 23d), obscures current operating performance and will result in
readers of financial statements questioning the usefulness of the complex format described in
paragraph 8. He also believes that, in addition to the criteria for extraordinary items prescribed in
paragraph 20, the Board should have recognized that the quality of being extraordinary can be
derived from a combination of infrequency of occurrence (paragraph 20b) and abnormality of size,
without regard to the nature of the event or transaction (paragraph 20a). This view is described in
paragraph 6 of the Opinion.
NOTES

Opinions of the Accounting Principles Board present the conclusions of a least two-thirds of
the members of the Board.
Board Opinions need not be applied to immaterial items.
Covering all possible conditions and circumstances in an Opinion of the Accounting Princi
ples Board is usually impracticable. The substance of transactions and the principles, guides,
rules, and criteria described in Opinions should control the accounting for transactions not
expressly covered.
Unless otherwise stated, Opinions of the Board are not intended to be retroactive.
Rule 203 of the Institute's Rules of Conduct prohibits a member from expressing his opinion
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that financial statements are presented in conformity with generally accepted accounting princi
ples if the statements depart in a material respect from such principles unless he can demonstrate
that due to unusual circumstances application of the principles would result in misleading
statements—in which case his report must describe the departure, its approximate effects, if
practicable, and the reasons why compliance with the established principles would result in
misleading statements.
Pursuant to resolution of Council, this Opinion of the APB establishes, until such time as
they are expressly superseded by action of FASB, accounting principles which fall within the
provisions of Rule 203 of the Rules of Conduct.
Accounting Principles Board (1973)
Philip L. Defliese
Chairman
Donald J. Bevis
Albert J. Bows
Milton M. Broeker
Leo E. Burger
Joseph P. Cummings
Robert L. Ferst
Oscar S. Gellein
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Robert Hampton, III
Donald J. Hayes
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APPENDIX B
REPORTING THE RESULTS OF OPERATIONS

ACCOUNTING INTERPRETATIONS OF
APB OPINION NO. 30

1. ILLUSTRATION OF THE APPLICATION OF APB OPINION NO. 30

Before the Financial Accounting Standards Board assumed responsibility for establishing
accounting standards, the Institute staff was authorized to issue interpretations of accounting
questions having general interest to the profession. The purpose of the interpretations was to
provide guidance on a timely basis without the formal procedures that were then required for an
Accounting Principles Board Opinion and to clarify points on which past practice may have
varied and been considered generally accepted.
These interpretations, which were reviewed with informed members of the profession, were
not pronouncements of the APB. Responsibility far preparing the interpretations rested with
Richard C. Lytle, who was the administrative director of the APB.
The following interpretation of the application of APB Opinion No. 30 was prepared in the
manner indicated and was issued in November 1973. Since it has not been superseded by a
pronouncement of the Financial Accounting Standards Board, it still remains in effect. Although
such interpretations are not to be regarded as pronouncements of the Accounting Principles
Board, AICPA members should be aware that they may be called upon to justify departures from
the interpretations.
Question—As stated in paragraph 19 of APB Opinion No. 30, judgment is required to segre
gate in the income statement the effects of events or transactions that are extraordinary items.
What factors must be considered in determining whether the effects of a particular event or
transaction are extraordinary items or should otherwise be set forth in the income statement, and
how are these factors applied in practice?
Interpretation—The first question which generally should be considered in determining the
appropriate classification of profit or loss items which appear to be unusual, infrequently occuring
or extraordinary is:
Does the event or transaction involve the sale, abandonment or other manner of disposal of a
segment of a business as defined in paragraph 13 of the Opinion?
Discussion:
As explained in paragraph 8 of the Opinion, results of discontinued operations of a segment of
a business and any gain or loss from disposal of the segment should be reported separately in the
income statement, but should not be designated as extraordinary items. The term “segment of a
business” is defined in paragraph 13 of the Opinion as a component of an entity whose activities
represent a separate major line of business or class of customer. The Opinion further provides
guidelines for the determination of a segment of a business and distinguishes between the disposal
of a segment and the disposal of assets incident to the evolution of an entity’s business. The
following are illustrative of disposals which should be classified as disposals of a segment of a
business:
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(1) A sale by a diversified company of a major division which represents the company’s only
activities in the electronics industry. The assets and results of operations of the division
are clearly segregated for internal financial reporting purposes from the other assets and
results of operations of the company.
(2) A sale by a meat packing company of a 25% interest in a professional football team which
has been accounted for under the equity method. All other activities of the company are
in the meat packing business.
(3) A sale by a communications company of all its radio stations which represent 30% of
gross revenues. The company’s remaining activities are three television stations and a
publishing company. The assets and results of operations of the radio stations are clearly
distinguishable physically, operationally and for financial reporting purposes.
(4) A food distributor disposes of one of its two divisions. One division sells food wholesale
primarily to supermarket chains and the other division sells food through its chain of fast
food restaurants, some of which are franchised and some of which are company-owned.
Both divisions are in the business of distribution of food. However, the nature of selling
food through fast food outlets is vastly different than that of wholesaling food to super
market chains. Thus by having two major classes of customers, the company has two
segments of its business.
Certain disposals would not constitute disposals of a segment of a business because they do
not meet the criteria specified in the Opinion. For example, the following disposals should not be
classified as disposals of a segment of a business:
(5) The sale of a major foreign subsidiary engaged in silver mining by a mining company
which represents all of the company’s activities in that particular country. Even though
the subsidiary being sold may account for a significant percentage of gross revenue of
the consolidated group and all of its revenues in the particular country, the fact that the
company continues to engage in silver mining activities in other countries would indicate
that there was a sale of a part of a line of business.
(6) The sale by a petrochemical company of a 25% interest in a petrochemical plant which is
accounted for as an investment in a corporate joint venture under the equity method.
Since the remaining activities of the company are in the same line of business as the 25%
interest which has been sold, there has not been a sale of a major line of business but
rather a sale of part of a line of business.
(7) A manufacturer of children’s wear discontinues all of its operations in Italy which were
composed of designing and selling children’s wear for the Italian market. In the context
of determining a segment of a business by class of customer, the nationality of customers
or slight variations in product lines in order to appeal to particular groups are not
determining factors.
(8) A diversified company sells a subsidiary which manufactures furniture. The company
has retained its other furniture manufacturing subsidiary. The disposal of the sub
sidiary, therefore, is not a disposal of a segment of the business but rather a disposal of
part of a line of business. As discussed in paragraph 13 of the Opinion, such disposals are
incident to the evolution of the entity’s business.
(9) The sale of all the assets (including the plant) related to the manufacture of men’s woolen
suits by an apparel manufacturer in order to concentrate activities in the manufacture of
men’s suits from synthetic products. This would represent a disposal of a product line as
distinguished from the disposal of a major line of business.
If it has been determined that the particular event or transaction is not a disposal of a
segment of a business, then the criteria for extraordinary items classification should be consid
ered. That is:
Does the event or transaction meet both criteria of unusual nature and infrequency of
occurrence?
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Discussion:
Paragraphs 19-22 of the Opinion discuss the criteria of unusual nature and infrequency of
occurrence of transactions taking into account the environment in which the entity operates.
Paragraph 23 specifies certain gains or losses which should not be reported as extraordinary
unless they are the direct result of a major casualty, an expropriation, or a prohibition under a
newly enacted law or regulation that clearly meets both criteria for extraordinary classification.
Events or transactions which would meet both criteria in the circumstances described are:
(10) A large portion of a tobacco manufacturer’s crops are destroyed by a hail storm. Severe
damage from hail storms in the locality where the manufacturer grows tobacco is rare.
(11) A steel fabricating company sells the only land it owns. The land was acquired ten years
ago for future expansion, but shortly thereafter the company abandoned all plans for
expansion and held the land for appreciation.
(12) A company sells a block of common stock of a publicly traded company. The block of
shares, which represents less than 10% of the publicly-held company, is the only security
investment the company has ever owned.
(13) An earthquake destroys one of the oil refineries owned by a large multi-national oil
company.
The following are illustrative of events or transactions which do not meet both criteria in the
circumstances described and thus should not be reported as extraordinary items:
(14) A citrus grower’s Florida crop is damaged by frost. Frost damage is normally experi
enced every three or four years. The criterion of infrequency of occurrence taking into
account the environment in which the company operates would not be met since the
history of losses caused by frost damage provides evidence that such damage may
reasonably be expected to recur in the foreseeable future.
(15) A company which operates a chain of warehouses sells the excess land surrounding one
of its warehouses. When the company buys property to establish a new warehouse, it
usually buys more land than it expects to use for the warehouse with the expectation
that the land will appreciate in value. In the past five years, there have been two
instances in which the company sold such excess land. The criterion of infrequency of
occurrence has not been met since past experience indicates that such sales may reason
ably be expected to recur in the foreseeable future.
(16) A large diversified company sells a block of shares from its portfolio of securities which it
has acquired for investment purposes. This is the first sale from its portfolio of se
curities. Since the company owns several securities for investment purposes, it should be
concluded that sales of such securities are related to its ordinary and typical activities in
the environment in which it operates and thus the criterion of unusual nature would not
be met.
(17) A textile manufacturer with only one plant moves to another location. It has not relo
cated a plant in twenty years and has no plans to do so in the foreseeable future.
Notwithstanding the infrequency of occurrence of the event as it relates to this particu
lar company, moving from one location to another is an occurrence which is a conse
quence of customary and continuing business activities, some of which are finding more
favorable labor markets, more modern facilities, and proximity to customers or sup
pliers. Therefore, the criterion of unusual nature has not been met and the moving
expenses (and related gains and losses) should not be reported as an extraordinary item.
Another example of an event which is a consequence of customary and typical business
activities (namely financing) is an unsuccessful public registration, the cost of which
should not be reported as an extraordinary item. (For additional examples see para
graph 23 of the Opinion.)
Disposals of part of a line of business, such as examples 5-9 of this Interpretation, should not
be classified as extraordinary items. As discussed in paragraph 13 of the Opinion, such disposals
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are incident to the evolution of the entity’s business and therefore the criterion of unusual nature
would not be met.
Question—Paragraph 27 of the Opinion states that events and transactions that were re
ported as extraordinary items in statements of income for fiscal years ending before October 1,
1973 should not be restated except that a statement of income including operations of discontinued
segments of a business that meet the paragraph 13 criteria may be reclassified in comparative
statements to conform with the provisions of paragraphs 8 and 9 of the Opinion. If a gain or loss on
such a disposal in a prior year had been classified as an extraordinary item but was not computed
in the manner specified in paragraphs 15-17 of the Opinion, may the prior year income statements
be reclassified and the gain or loss adjusted to comply with the provisions of the Opinion?
Interpretation—The Opinion specifically uses the term “reclassified” in paragraph 27 and
makes direct reference to paragraphs 8 and 9 which describe the manner of reporting disposals of
a segment of a business as defined in paragraph 13. While such reclassification is optional under
the Opinion, there should not be a redetermination (restatement) of net income using the meas
urement principles specified in paragraphs 15-17. Since Opinions of the Board are not intended to
be retroactive unless otherwise stated, the method of computing of the gain or loss on disposals of
a segment should not be retroactively applied if it results in a change in net income of a prior year.
Question—Events or transactions which are not disposals of a segment of a business and are
not extraordinary items may nevertheless be required to be reported as a separate component of
income from continuing operations under the provisions of paragraph 26 of the Opinion. If a
company sells a portion of a line of business which does not meet the definition of a segment of a
business as defined in paragraph 13 of the Opinion, should the gain or loss be calculated using the
measurement principles for determination of gain or loss on disposal of a segment of a business as
prescribed in paragraphs 15-17 of the Opinion and how should the financial effects of such sale be
reported?
Interpretation—The gain or loss on a sale of a portion of a line of business which is not a
segment of a business as defined in paragraph 13 should be calculated using the same measure
ment principles as if it were a segment of a business (paragraphs 15-17 of the Opinion). Under the
provisions of paragraph 26 of the Opinion, the amount of such gain or loss should be reported as a
separate component of income from continuing operations. However, the gain or loss should not
be reported on the face of the income statement net of income taxes or in any manner inconsistent
with the provisions of paragraphs 8 and 11 of the Opinion which may imply that it is a disposal of a
segment of the business. In addition, the earnings per share effect should not be disclosed on the
face of the income statement. Revenues and related cost and expenses of the portion of the line of
business prior to the measurement date should not be segregated on the face of the income
statement but may be disclosed in the notes to the financial statements and such disclosure is
encouraged. In addition, the notes to the financial statements should disclose, if known, those
items specified in paragraph 18 of the Opinion.
The foregoing examples are illustrative. It should be recognized that all attendant circum
stances, which can vary from those above, need to be considered in making the judgments
required by APB Opinion No. 30.
[Issue Date: November, 1973]
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APPENDIX C
AUDITING INTERPRETATIONS

The Institute staff has been authorized to issue interpretations of auditing questions having
general interest to the profession. The purpose of the interpretations is to provide guidance on a
timely basis without the formal procedures required for a Statement on Auditing Standards and
to clarify points on which past practice may have varied and been considered generally accepted.
These interpretations, which are reviewed with informed members of the profession, are not
pronouncements of the Auditing Standards Executive Committee. However, members should be
aware that they may be called upon to justify departures from the interpretations. Interpretations
are prepared by the auditing standards division and the technical research division. Unless
otherwise stated, the interpretations are not intended to be retroactive.
Reporting on consistency and extraordinary items

Question—
Opinion No. 30 of the Accounting Principles Board, “Reporting the Results of Opera
tions,” is effective for events and transactions occurring after September 30, 1973. Among other
matters, the Opinion changes the criteria for determining the types of items that should be
presented as extraordinary in a statement of income. Consequently, a company that presented an
item as extraordinary in its 1972 statements may need to present differently those types of items
in 1973; Paragraph 27 of Opinion No. 30 prohibits restating the prior-year presentation to conform
with the current-year presentation. Under such circumstances, should the independent auditor’s
opinion on the company’s 1973 financial statements be qualified as to consistency of application of
generally accepted accounting principles?
Interpretation—Yes, the auditor’s opinion should be qualified as to consistency. An example of
financial statement presentation and appropriate reporting for a change in the presentation of
losses resulting from write-offs of goodwill follows (assuming the auditor is reporting only on
1973):
Excerpt from statement of income
1973
Other income (loss):
Write-off of goodwill attributable to
Division A (Note X)
Income before income taxes and extraordinary
items
Provision for income taxes
Income before extraordinary items
Extraordinary items:
Write-off of goodwill attributable to
Division B (Note X)
Loss of New Jersey plant due to earthquake
(Note Y)
Net income

(xx)
XXX

—
XXX

XXX

XXX

XXX

XXX

—
(X X )
$

1972

XXX

(xx)
—
$ XXX

Auditor’s report
(In the examples below information about the accounting change is included for convenience
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in a middle paragraph. Alternatively, the auditor could refer in his qualification to a footnote
which contains the information as to consistency and not include a middle paragraph in his report).
After a standard scope paragraph, the middle and opinion paragraphs of the auditor’s report
might read as follows:
“As required by Opinion No. 30, adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the Company has changed the method of
presenting losses arising from write-offs of goodwill (see Note X). Such losses were presented in
1972 as an extraordinary item, in conformity with the accounting principles then generally ac
cepted, and in 1973 were included in determining income before extraordinary items, in conform
ity with the newly issued Opinion. The Opinion prohibits restating the 1972 financial statements.
Had the Opinion been in effect for 1972, net income would have been the same, but income before
extraordinary items would have been $xxx ($x.xx per share).
“In our opinion . . . in conformity with generally accepted accounting principles which, ex
cept for the change, with which we concur, in the method of presenting losses arising from
write-offs of goodwill discussed in the preceding paragraph have been applied on a basis consistent
with that of the preceding year.”
Further, the independent auditor would qualify his opinion as to consistency if, in the preced
ing example, rather than a write-off of goodwill in 1973, a gain or loss resulted from any transac
tion that would be presented differently under the criteria of APB Opinion No. 30, such as a gain
on early retirement of debt or a charge for relocation expense. An example of the independent
auditor’s middle and opinion paragraphs in those circumstances follows:
“As required by Opinion No. 30, adopted in 1973 by the Accounting Principles Board of the
American Institute of Certified Public Accountants, the company has changed its criteria for the
types of items to be included in determining income before extraordinary items in the statement
of income. In 1972 the company wrote off $xxx of goodwill (see Note X) and presented the loss as
an extraordinary item in conformity with accounting principles then generally accepted. In 1973
transactions of that type were included in determining income before extraordinary items, in
conformity with the newly issued Opinion, and a gain on early retirement of debt of $xxx was
included in the determination of income before extraordinary items. The Opinion prohibits restat
ing the 1972 financial statements. Had the Opinion been in effect for 1972, net income would have
been the same, but income before extraordinary items would have been $xxx ($x.xx per share).
“In our opinion . . . in conformity with generally accepted accounting principles which, ex
cept for the change, with which we concur, in the method of determining income before extraordi
nary items discussed in the preceding paragraph, have been applied on a basis consistent with that
of the preceding year.”
If a transaction affected by the criteria of Opinion No. 30 occurs in only one of the years
presented, the auditor should not qualify his opinion as to consistency.
Discussion—Generally accepted accounting principles encompass classification.1 Generally, how
ever, auditors do not qualify their opinions as to consistency when there has been a change in
classification. Section 420.14 of Statement on Auditing Standards No. 1 states:
“Classifications in the current financial statements may be different from classifications in the
prior year’s financial statements. . . . These changes . . . ordinarily would not affect the indepen
dent auditor’s opinion as to consistency and need not be referred to in his report.”
An example of the type of change contemplated by Section 420.14 is combining “Cash on hand”
with “Cash in bank” to create a new classification, “Cash.” Section 420.14 does not contemplate a
change in classification that affects significantly the measurement of financial position or results of
operations. Such a change would call for a consistency qualification in the auditor’s report.
APB Opinion No. 30 changes significantly the types of items that are to be reported as
extraordinary, and this in turn changes the measurement of “income before extraordinary items”
1APB Statement No. 4, “Basic Concepts and Accounting Principles Underlying Statements of Business Enterprise,”
pars. 176, 198.
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and the related per-share amounts. Many accountants believe that the amount of income before
extraordinary items is a very important aspect of an income statement. As evidence of its impor
tance, APB Opinion No. 15 requires that earnings per share be presented for income before
extraordinary items. By changing the determination of income before extraordinary items, Opin
ion No. 30 changed the measurement of results of operations.
Some accountants have also questioned whether the auditor’s reporting decision should be
influenced by the facts that the company’s change in accounting principles does not result from an
election, but instead was made necessary by the adoption of APB Opinion No. 30, and that
Opinion prohibits restating the 1972 amounts. The answer is found in the objective of the consis
tency standard, as discussed in Section 420.02 of Statement on Auditing Standards No. 1, which
states, in part:
“The objective of the consistency standard is (a) to give assurance that the comparability of
financial statements between periods has not been materially affected by changes in accounting
principles, which include not only accounting principles and practices but also the methods of
applying them, or (b) if comparability has been materially affected by such changes, to require
appropriate reporting by the independent auditor regarding such changes.”
The impact of a change in accounting principles on the comparability of financial statements is
the same, whether the accounting change was elective or mandatory. In either case, if the change
in principles has a material effect on comparability, the auditor should comment on the change in
his report and should qualify his opinion as to consistency unless the financial statements for the
prior year have been restated to apply the change retroactively (not permissible in the cases
under discussion).
As is true whenever audit judgments are to be made, all of the circumstances should be taken
into consideration. The foregoing discussion contemplates that, absent the issuance of Opinion No.
30, the 1973 transaction would have been presented (under the provisions of Opinion No. 9) as an
extraordinary item. If, due to a change in the surrounding circumstances (for example, a change in
the expected frequency of occurrence of transactions of the type at issue), the 1973 transaction
would have been included in income before extraordinary items for that year even though the
criteria had not been changed by Opinion No. 30, a consistency qualification would not be appro
priate. SAS No. 1, Section 420.17, states, in part, that modification of an accounting principle
necessitated by transactions or events that are clearly different in substance from those previ
ously occurring does not involve the consistency standard; disclosure in the notes to the financial
statements may, however, be required.
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